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Lieberman-recross-Goidel 

THE COURT: I understand what the point is. 

MR. GOIDEL: Sure. 

THE COURT: 1 do understand, I do understand 
Mr. Lerner's objection about asking this witness, 
who I presume is not a lawyer? 

THE WITNESS: That is correct, your Honor. 

couRT: For a legal conclusion. But, on 

the other hand, I de think chis witness would be 


competent to testify as to whether he and the other 


two boara@ of directors ever took any action whica 


he considered authorized others associated with the 

company to, one mi |.t say, override the acts of the 

directors. Or the authority of the directors. 

Q Did you ever confer such power on any group, 
sir, to override a decision of the board of directors? 

A No one ever over -~ overrode, if that is 
the correct term, a decision of the board of directors. 

VR. LERNER: Objection. That is not respon- 

sive to tne question. 

Q Did you -- @o you know of anyone authorized 
to do this? 

A There was no one authorized to do this. 

Q Sir, as a matter of fact, you previously 


testified, if I am correct, that the board of directors 


Lieberman-recross~-Goidel 
ence, vetoed or had the v2toe power over any decision 
of the executive board? ‘ 


A That's correct. 


Q I think you saic also cn your most recent 


testimony in answer tc sone of Mr. Lerner's questions, that 


it wasn't actually taken -- that a vote wasn’t actually 


taken, that there was a discussion hb no vote, is that 


correct 

A don't believe a formal vote -- we are talk- 
ing about the art? 

Q Yes. 

A Senki tieatiy the -~ T eorn't believe therc was 
a formal vote taken, that's correct. 

QO When dic tne board of Cirectors meet? Do you 
know of any mnectings ever held by the hoard of directors? 

a I believe we had three of them. During the 


entire time ‘oos was in operation. 


| 
i 


Q Three formal meetings? | 
| 
A ree | 
i 
| 


Q Where notices waivers of notices of meetings 
| 


| 


were signed and so forth? 


i 
| 


A believe that < 1e@ case. 


| 
| 
Yes. How about these meetings when occassion-| 


ally you woul? pick yourse!}£ up at an executive board meet- 


ing and the three, the triumvirate would then walk into 


] 4 Lieb 


2 another room and discuss 


3 MR. LERNUR: Objection. 


| 
| ME GOLDEL: What, th 
| 


5 | sorry. The three members. 
| 
il 
«é | 
6 Il 8. GLIRNER: Thaak yo 
7 R 7 j rhe three memoers would 
i 
8 | anothe room éra usave a 1SC1,S8L0n and ther 
i 
9 | back? This happened frequen: ly? 
10 | THE WITNESS: No. Very satrequentl] 
i 
| S2 1OW freguentiy? 
| 


tine. 


A That's 


COETECE. 


Tell us what 18 meant 


t 


close ce sale. We have certain steps. 


20 | that we taught. 


did that you observed “1m 40% 


96 | A Oraves “He took. “= gat 


stood, talkea to guests 


rman-recross~Goidel 


Well, to be brief, there 


Q Tell me specifically what 
Don't tell me about close of sales as 


in relation to what ‘ir 


down 


about the sonpany. 


Characterizing. 


MiVirate. 


14 | Q You| Say that. Mr. Kirsch participated 


15 H "Close of Sales. during Oppertunity Meetings 


"Close of Sales: 


~ 


a’ 


wa 


A Perhaps four or five times or six times 


at 


are Many ways 


Mr. Kirsch 


with 


1¢ 


BIG 
} 


5 Lieberman-recross-Goidel 


about specifically list marketing things, background in mar- | 


keting, what the company was going to be doing. Told them --| 


| 
he's ask them what we used to call closing questions. In | 


other words, when -~ asking them when they would be coming 


into the business. He asked questions about their own 
background. He was anxious to know if any of them could 


be a help in his department. 


Q Woula it be fair to say that the discussions 


that Mr. Kirsch had concerned themselves with the retailing 


of food? 


If the witness knows, your 


MR. GOIDEL: He has testified to your question | 
that he knows. | 
A We are talking about -- 
Q Substantive statements? 
A In general, yes. 
MR. LERNER: Is there a -- I will let it go. 
I don't know what he means by that. 
Q At the time of the sale of a franchise to 
Mr. Werner Kunst, where did he live? 


A He was living with Mr. Quack. 


Q Where? 


A On Ninth Avenue in Brooklyn. 


Lieberman-recross~-Goidel 


Q For how long did Mr. Kunst live there? 


you know? 
A Several months, I believe. 


When is tae last time you saw 


you saw him? 


‘ou last see him? 
The last part of 1971. 


Q So that for a period of approximately 12 or 


13 months, over that 12 or 13 month period you had occassion 


on more than one occassion to see Mr. Kunst? 


A That's correct. 


In New York? 
Yes. 
house? 
A matter of fact, at the 
once at the office and once at the warehouse. 
Q Now, you were asked some questions about 


pDeSiglia. I think you said Mr. DeSiglia will be here 


tomorrow? 


That’ s right. 


Liecerran recross~Goidel 


Have you ever visited Mr. DeSiglia at 


That! orrect. 

But you never visited him at his home? 

That's correct. 

A Okay, now, vou made m i of various docu- 
Iments handed out at training sessions. Amongst them 
believe was -- may I have tae exhibits ycu just used? 

MR. LERNER: 

MR. GOIJDFL: 1 withdraw my question. 

Sir, I show vou Plaintiff*s Exhibit 17. Was 
that handed owt at training se-sions, at Oppertunit, Meetings 
or at Step-up Sessions? 

To my knowledye, it was only handed out at 
Opportunity Meetings. 

4) Pine lags anything banded out et training 
sessions? 
A NO ay Kknowledqe. No. 


Q : ra & Kirsch testify that he spoke | 


at training sessions ané that be only spoke at one Opportunity 


if 
| 


Meeting? 


A That's correct. 


jdel 


~Go 
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é. 
b 
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acknowledged 
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days 
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a vote 


than in 


Lieberman - recross 
to 1:00. Do you think we could give this witness 
auother hour during lunchtime to think of an answer 
to that question? 

THE COURT: Another hour? You wean two hours? 

MR. GOIDLL: Une hour from now to think of 


the answer to that question, vecause I have a whole 


series of questions wnich will -- 


THE COURT: Are you suggesting we start again 
at 2:00? 
2205. 
THE COURT: I will make it 2:05. 


(Luncheon recess.) 


AFTERNOON SESSTON 


2:20 p.m. 


resumed the 
stand and continued to testify as follows: 


CROSS~EXAMIENATION 


BY MR. GOIDEL (cont '* 


MR. GOLIDEL: “Mr, Reporter, would you 
the last question, please? 

THE COURT: He can't. He hasn't. got 
have a different reporter. 

Weren't you dealing with the presence of Mr. 
Kirsch? 

GOTDRL: Yes. 

Q AS a matter of fact, IT had asked you, sir, 
if you could recall any specific vote taken with regard to 
any specific policy CAetermination at an executive beard 
meeting, and you were going to try to refresh your recol- 
lection. 


A And I have done so. 


And? 


A Yes, there was a particular vote taken in 


regards to a suggestion from “Mr. Horowitz about raising the 


price of distributorships. 


Lieberman-cross 864 

2) From what to what, sir? From what sum to 
what sum? 

A I do not recall. 

Q And what was the vote in favor or against? 

A Opposed. 

Q I see. Fine. Can you think of any other 
vote that was taken? 

A Not a formal vote, no. 


Q Now, sir, I had previously asked you to bring 


to court a balance sheet of futures -- of Galaxy Foods. Now | 


I show you this, sir, (handing). Is that such a balance 
sheet? 


Yes, but it is incomplete. Tt lacke ore 


It lacks one page? 
A That's correct. 
Q Do you know what was on the one page that is 
missing? 
Yes, TI do. 
Q What, sir? 
A An opinion from the attorneys representing 
Galaxy Foods as to whether or not a security was involved. 
Q That was part of the certified public 


accountant's statement? 


Lieberman~-cross 

That is correct. 

And what was the opinion, if you recall? 

MR. LERNER: Does the best evidence rule come 
into effect here? Do we have a copy of that opinion 
available? 

Q Is there such a copy available, sir? 


A {I believe the Commission has one. As a matter | 


of fact, I am sure the Commission has one. 


MR. LERNER: We will supply it, your Honor, if | 


we have it. 

@) Well, absent that page, does that adequately 
reflect what was given to you as relates to the <-- con- 
stituting a balance sheet for Galaxy Foods for a particular 
period? 

A That's correct. 

THE COURT: Did I understand you to say this 
was the opinion of an accountant? 


THE WITNESS: No. It was the opinion of 


two attorneys, your Honor. 
THE COURTs. -Oh. 
Q All right. Now, sir, this document came up 
at a time when I was questioning you with regard to 


expenditures that had been made by the corporation for the 


purchase of foods, 


Lieberman~-cross/Goidel 
That's correct. 
Do you remember that? 

A Yes. 

Q Now, by looking at this document, sir, does 
it refresh your recollection as to how much monies had been 
expended by the corporation in the purchase of foods in 
connection with its retail operation? 

A It says cost of goods purchased $201,630. 

Q Sir, does that reflect purchases of food? 

Yes, it does. 
MR. GOIDEL: Sir, I offer this in evidence. 


Q Sir, was this certified public accountant’s 


statement prepared at the request of the corporation? 


A Yes, it was. 
Q In connection with its normal day-to-day 
operation? 
A That's correct. 
THE COURT: Has that been numbered as yet? 
MR. LERNER: No. We don't have an exhibit 
number. 
THF COURT: Maybe it should be marked the 
next Defendant's exhibit in order. 
THE CLERK: Yee, your Honor. P. So marked 


in evidence for identification. 


Lieberman-cross/Goidel 

(So marked.) 

MR. GOIDEL: Your Honor, while he is studying 
this, we agreed during our lunch hour that we could 
eliminate the next witness by stipulating on to the 
record what he would have said had he been put on the | 
stand. 

THER COURT: All right. 

MR. GOIDEL: So I think that might assist 
the Court a little bit. 

THE COURT: I commend all counsel for their 
willingness to cooperate with the Court's need for 
time wherever possible. 

MR. LERNER: We don't have any objection. 

THE COURT: All right. May T have it please? 

(So marked in evidence, a 4-page document, 
Defendant's exhibit.) 


Q Now, sir, anticipating the offer into 


evidence of certain documents that TI have had an opportunity | 


to look at during the recess, I'd like to ask you a question: 
Communications that were sent to, and I 
quote for you, “all field managers or -- that is” -- or to 
all distributors and field managers. 
IT take it, sir, that that heading denotes 


that the individuals to whom the letters were mailed had 


Lieberman-cross/Goidel 868 
already purchased franchises in connection with the operation 


of Galaxy Foods? 


That's correct. 

They were not prospective purchasers? 

That's correct. 

Is that correct? 

it. in, 

MR. GOIDEL: Your Honor, 1 would have no 
objection, then, when these documen are offered intd 
evidence. | 


| 
| 


THE COURT: All right. 

MR. LERNER: Thank you. 

MR. GOIDEL: And, your Honor, TI have no 
further questions of this witness. 

MR. LERNER: Your Honor, TI have about two 
three questions. 

THF COURT: All right. 

MR. PADILLA: I have some questions. 

MR. LERNER: [I'm sorry. 

THE COURT: Oh, that's right. Sorry, Mr. 
Padilla. 

MR. PADILLA: All right. 


COURT: You are so quiet over there. 


PADILLA: Just tired, your Honor. 


EST COPY AVAILABLE 


Lieberman-cross/Padille 
CROSS~EXAMINATION 
BY MR. PADILLA: 
Q Mr. Lieberman, related to Plaintiff's Exhibit 
number 7, to your knowledge, did I have anything to do with 


the preparation or the placing cf this ad in the newspaper 


or/and whatever contents to your knowledge did have any- 


thing to do with this? 

A You did not. 

Q Plaintiff's Exhibit 14A and 14; 14 and 14A, 
did I have anything to do with the preparation of this, 
placing it in he newspaper, any newspaper or anything what-~- 
soever with the contents of this ad? 

A You did not. 

THE WITNESS: Your Honor, may we clarify the 
record on some of my past testimony regarding those 
three exhibits, *- 14 and 14 -- 

THE COUR Why don't we wait and see? Your 
counsel have ~~ counsel for the Commission will have 
an opportunity on redirect to straighten anything 
out that needs straightening out. 

What about the Spanish publication? 

MR. PADILLA: I am going to ask that. 

Q To your knowledge, in Plaintiff's Exhibit 15, 


which is the Spanish ad, did I have anything to do with the 
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preparation or obtaining permission to place this ad or 
placing this ad in the paper? 

A I don't believe -- 15 is not the -- 
Q I am sorry. I have the wrong one. Chance 
that and that will be Plaintiff's Exhibit 16 instead of i5 


we are talking about. 


Did I have anythina to do with the preparation | 


of this ad, placing this ad in the newspaper or anything to 
do with whatever it contains? 

A To the best of my recollection you did not. 

Q Plaintiff's Exhibit 15, did TI have anything 
to do with the preparation or with the placing this ad in 
the new:vaper or anything to do with the contents of this 
ad? 

Is that the Buffalo one? 
This is the Buffalo one. 


A You did not. 


Q Piaintiff's Exhibit 17, did I have anything 


do with the preparation or with the material contained here-~| 


in, information or -- and did T in any way speak to this 
reporter or did I give him any of this information at all? 
A You did not. 
‘@) This one is siqned Steven -- Plaintiff's 


Exhibit 22, letter siqned by Steven Roth, did € have anything 


Lieberman-cross/Padilla 
to do with this? (Handing). 
THE COURT: You mean with the sending of it? 
MR. PADILLA: Signed by Steven Roth. IT want 
to know if I had anything to do with the preparation 
of it or mailing it or in any way with the contents 

Of it. 

A It was the contents, of course, -- TIT have to 
read it, you Honor. 

(Witness reading letter.) 

A (Continuing) To my knowledge you did not. 

Q I give you this to look over (handing). 
Earlier during the first cross-examination you had testified | 
that you didn’t remember what the position of Walter Martin 
was in Galaxy Foods. 

Does this Plaintiff's Exhibit -- what? 
* A 23% 

Q Plaintiff's Exhibit 23, does that in anyway 
refresh your memory as to what Mr. Martin's position was in 
Galaxy Foods? 

A Yes. I am afraid it does. It says on the 


bottom Walter Martin, vice president, field operations. 


Q pid I have anything to do with the preparation | 


of this instrument or anything with the contents of this 


instrument? 


Lieberman-cross/Padilla 
You did not. 
MR. PADILLA: T have no further questions. 
THE COURT: All right, Mr. Padilla. Now, 
Lerner. 
MR. LERNER: Just two or three questions. 
REDIRECT EXAMINATION 
BY MR. LERNER: 
Q Did Mr. Padilla have anything to do with the 
preparation of this document, Mr. Lieberman (handing) ? 
A Yes, he did. 
THE COURT: Is that one already marked? 
MR. LERNER: No, it is not. 
Did you see this document before? 
Yes, I did. 
And did it emanate fromthe company? 


A Yes, it. did. 


Q Was it kept in the ordinary course of business | 


company? 
A Yes, it was. 
MR. LERNER: I would like to move this 
document into evidence as Plaintiff's Exhibit. 
THE CLERK: 24 coming up. 
MR. PADILLA: TI have no objection. 


THE CLERK: Is that in evidence? 


Lieberman-redirect 
MR. GOIDEL: No objection. 
THE CLERK: So marked; Plaintiff's Exhibit 
24 for identification. 
(So marked.) 


Q Now, you were asked if you could recall any 


board. There only was one; is that correct? 
A That's the specific instance I remember; that'd 
correct. 
Q Was it the policy of the board to vote on 
important issues which came up before the board? 
MR. GOIDEL: Objection, your Honor. That 


would call for a conclusion as to what this witness 


thinks is important. That would also be conjectural, 


since we have not established any time, any Gate nor 
any place nor any subject matter. 

So If would ask that it be either reframed 
your Honor sustains the objection. 

MR. LERNER: The question goes to whether 
was a policy existing before the executive board 
to whether they should vote on important issues. 

He wasn‘t asked for anything more than a 
policy. 


MR. GOIDEL: Well, again, who -~ who would 
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determine what's important? I mean, this is the 
whole object of the objection. 

MR. LERNER: Well, regardless of who determined 
what was important, was there a policy, first, that | 
a vote should be taken on important issues? | 

THE COURT: De you percieve the limited 
nature of the question? 

THE WITNESS: Yes, I do, your Honor. 


THE COURT: You may answer. Tf overrule the 


objection. 


A Yes. There was a policy that on party issues, 


particularly ones that board of directors felt were 
important, that a vote would be taken, whether it be oral 
or suggested. 

Q And did that policy exist during the life of 
Galaxy Foods? 

A Yes, it did. 

Q Now, Mr. Goidel also brought out the fact 


that these letters were only sent to distributors and field 


managers who were existing investors of the company; is 
that right? 
A That's right. 


Q Let me go one step further; what was the 


purpose of sending these letters out to distributors and 


Lieberman-redirect 
field managers? 
MR. GOIDEL: Objection, your Honor. I said 
T would have no objection to their being inteoduced 
in evidence. Now, I have no such objection. The 
purpose of the documents will have to speak for 


themselves at that point. 


MR. LERNER: Documents don't always speak about 


the purpose, your Honor. 
THE COURT: By the way, have they been placed 
in evidence yet? 
MR. LERNER: I will mark them as a group. 
COURT: Is this a different group? 


LERNER: Yes. 


COURT: In addition to the others? 
MR. LERNER: In addition tothe others. 
THE COURT: In addition. 
MR. PADILLO: There was one letter you showed 
me before. Was that involved in there? 


MR. LERNER: Take a look and see. 


THE COURT: All right. Can you go to 
thing else while we're waiting? 
MR. LERNER: You want me to drop away from 


the purpose of the letters? There was an objection 


on Lt. 


Lieberman-redirect ld 


THE COURT: Well, I'm inclined to agree that 
the letters would speak for themselves. 

MR. LERNER: Okay. 

THE COURT: Of course, I haven't seen them. 
I don't really know what the tenor of the letters 
really is. 

MR. LERNER: Maybe I could rephrase it. 
Q Were letters ever sent out, to your knowledge, | 

which -=- which were to help existing franchises in soliciting 


new customers or new people into the business? 


| 
| 
A Yes. | 
| 


THE COURT: Now, what do you call "letters" 


I take it, are these really communications or bulletins 
or something of that sort? | 
MR. LERNER: That is correct, your Honor. 
THE COURT: Right. 
Q Mr. Kirsch, who we mentioned before, do you 
know where he lives, by the way, in New York? 


MR. GOIDEL: TI am sorry. I didn't hear that. 


Q Do you know where he lived in New York? 


A I have already stated on the record that he 


was residing with Mr. Quack. 


if 


Q Did he reside there as a matter of convenience 


MR. GOIDEL: Objection. 
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THE COURT: Well, that calls for a conclusion. 


MR. LERNER: All right. 


Q Do you know whether there was a temporary or 


permanent residence? 
MR. GOIDEL: Objection your Honor. He's 
already stated how long he remained in New York. 
That speaks for itself. 
Q Did you have a discussion with Mr. Kirsch as 
to his intentions of residing in New York, either on a 
permanent or temporary basis? 
A Yes. We had discussion on how long he was 
going to remain, certainly. 
Q Did you ever have a discussion as to where he 
was going to live in New York? 
A No. He told us where he was going to live. 
Q With Mr. Quack? 
A With Mr. Quack. 
Q Did he always indicate to you that he had -- 
did he indicate to you that he had intentions of returning 
to West Germany? 
A Most definitely. 
MR. LERNER: TI have nothing else. 


THE COURT: Nothing else? 


MR. LERNER: TI just want to mark in -- I move 


Lieberman-redirect 878 
the admission of these documents into evidence. 
THE CLERK: Evidence? 


MR. LERNER: Yes. 


| 


THE COURT: Now, how do you want to handle that? 


Do they differ from one another to any great extent 

or should we just put them in as a group? 

MR. LERNER: TI‘'d like to put them in as a 
group. I believe Mr. Lieberman has testified, well, | 
if he hasn't, 1I'11 show them to him now. 

Q Mr. Lieberman, do these letters represent 
correspondence which was sent by the company, authorized by 
the company, to field managers and distributors? 

If there are any that do not, please remove 
them from the batch. 

A These now do represent memoranda that is -- 
whatever communications between Galaxy Foods and the 
existing franchises. 

MR. LERNER: Thank you. 

Bf would like to move the admission of those 
letters into evidence. 

MR. GOIDEL: I have no objection. 

THE COURT: Yes. 


THE CLERK: A group of letters clipped 


together marked in evidence as Plaintiff's Exhibit 


Lieberman-redirect 
number 25. 

MR. LERNER: I'd also like to move 
evidence Plaintiff's Exhibit number 23. 

MR. GOIDEL: No objection. 

THE CLERK: So marked. Plaintiff's Exhibit 

25 in evidence. 

MR. LERNER: I have no further questions. 

MR. GOIDEL: No further questions, your Honor. | 

THE COURT: You may step down. 

(Witness excused.) 

MR. LERNER: The Commission calls Harold 
Back to the stand. 

MR. GOIDEL: Do you want to enter that 
stipulation? 

MR. LERNER: Yes. 

THE COURT: I wonder if these ought to be 
securely stapled. IT see they are just marked on 
the back, so they don't fall apart or get detached. 
Put a staple. 

THE CLERK: Sure. 

MR, LERNER: Your Honor, during the lunch 


break, Mr. Goidel and Mr. Padilla and myself were 


able to eliminate one of the witnesses today pursuant | 


to a stipulation. 
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The witness was Mr. Charles Horowitz, md 
would, if he were called to the stand, he would 
testify as follows: 

That in or about May of 1972, while he was 
president of the executive board of Galaxy Foods, 
it was brought to his attention that an application 
in the name of Paul DeSiglia, reflected the fact 
that Mr. DeSiglia had an address in New Jersey and 
that Mr. Horowitz thereafter had discussions with 
members of Galaxy, who he cannot now remember, 


concerning what to do about the situation and that it 


was decided that Mr. -- that an occupation would be 


offered to Mr. DeSiglia (1) to either establish a 
legal residence in New York State -=- 
MR, GOIDEL: That is not part of our 


stipulation. 


(Cont'd on next page.) 
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MR. LERNER: That Mr. Hurwitz thereafter had a 


discussion with the Board of Directors of Galaxy and 


it was decided by the Board of Directors that 
Mr. DeSiglia would be ordered to either action, obtain | 
a legal residence in New York State or be refunded his 
money. 
Now, Mr. Hurwitz cannot recall speaking to 
Mr. DeSiglia and conveying this information to him. 
Furthermore, if he were called to testify he 
would state that the books and records refreshed his 
recollection, that the money was in fact paid back 
to Mr. DeSiglia in May of 1972. 


MR. GOIDEL: That's fine, with the understanding} 


that the SEC will have Mr. DeSiglia in Court to testify} 
MR. LERNER: That is our understanding. | 
Mr. Padilla, do you agree? 


MR. PADILLA: Yes. I have no objection. 


HOWARD \ Bo OUR z having been first duly 


sworn by the Clerk of the Court, took the witness stand) 


and testified as follows: 

DIRECT EXAMINATION 

BY MR. LERNER: 
Q Would you state your full name? 
A My name is Howard Ray Beck. 


Your present residence? 


Foods? 


of 1971. 
Q 

employed? 
A 


Q 


A 


Q 


Beck-direct/Lerner 
583 Lincoln Place, Brooklyn, New York. 
Are you presently employed? 
I am. 
What position? 
I work for E. J. Korvette as a salesman. 


Did you ever heay ‘of a company named Galaxy 


X did. 


When for the first time did you hear the ne.se? 


The first time I heard the name was in August 


When you first heard of Galaxy Foods, were you 


Yes. 


What was your position at that time? 


I was a part-owner of a business with my brother". 


How long had you been involved in that business? 
Two months. 
Where were you prior to that time? 


I was in the. Army. 


Could you describe to the Court the circum- 


stances surrounding when you first heard of Galaxy? 


A 


One day in early August of 1971 my brother and 


I were driving down through the Queens Midtown Tunnel and a 
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{ passed us and blew his horn to get us out of his way and he 


had a flyer and he handed it to us “and it had written on it 
by Galaxy Food, Incorporated, and spoke of making fantastic 
sums of money and mentioned a young gentleman who was a 
multimillionaire at the age of 35 and general instructions 
and had the name Don Kirsch and his telephone number also was 
on it. 

Q You say the circular or this flyer was passed 


to you while you were going throug the tunnel? 


A Yes. They blew their horn and we stuck our hana 


1 


out the window. 


Q Who was driving the car 
A Don Kirsch. 


Q How did you know it was Don Kirsch? 


At the time I did not know it. 


At that time did you know anybody else in the 


A No. 


Q How can you be sure today it was Don Kirsch 


who was in the car at that time? 
A Because I remember what he looked like. 
Q You mean you subsequently met Don Kirsch? 
Right. 


Do you recall whether or not the flyer stated 
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that this Galaxy Food business was limited to residents of 
New York State? 


MR. GOIDEL: I object to the leading of the 


i 


witness. I have no objection to the witness describing 


what he read on what the circular said. 

THE COURT: Is there such a circular available, 
or one like it? Why not show it to him. Ask hin if 
that is it. 

Q I will show you now what appears to be a 
printed copy of what appears to be a letter. It starts with 
dear friend. Does that refresh your recollection as to what 
the circular stated which Mr. Kirsch passed toc you? 


MR. GOIDEL: I object. There is no testimony 


that Mr. Kirsch passed him anything. 
THE COURT: Yes, I recognize that. 
I will rephrase it. 


That you received while you were driving through 
| 


' 


the Midtown Tunnel. 


Yes, it does. 


Would you please state what that circular 
stated? 
A Well -- 
MR. GOIDEL: Objection. 


Does it refresh your recollection? 
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THE COURT: I don't want to confuse you or get 
myself confused, but is that a copy of the circular that 
was passed to him or does he recognize it as being 
essentially what was passed to him, one or the other. 


Either it was a copy of it or one very similar 


MR. LERNER: The importance of the particular 
document I have just handed Mr. Beck will come to 
light after several subsequent questions. 

THE COURT: All I want to know or have come to 


light out of the tunnel at this time is whether this 


piece of paper which you have shown him is a nabansentdiah 


copy of what was passed to him or, let's start with 

that, substantial copy of the information that was 

passed to him at the time. 

Q Mr. Beck, the document you have before you, is 
this a document, is it a substantial copy of the copy that 


was passed to you inthe tunnel? 


A It is the exact same thing. 


THE COURT: Fine. 


Except -~ 
THE COURT: Except what? 
THE WITNESS: Except for the changes I put 


on there to suit my purposes. 
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THE COURT: You made some changes on this 
document? 
THE WITNESS: 


SHE COURT: 711 right, now we are getting some- 


May I ask him what the document -- what was 
to him since this is not the document -- 

MR. GOIDEL: He may offer it in evidence but 
I don't think he has a right to characterize what it 
gays. 

MR. LERNER: It is not the document passed to 
Mr. Beck. 

THE COURT: He has explained that it contains 
certain handwriting, notes of his. 

Is that correct? 


THE WITNESS: Right. 


MR. LERNER: Will the Court accept this as being | 


substantially -- 
MR. GOIDEL: I may not object. 
Q Would you please indicate what changes you 
have made in the document? 
THE COURT: I don't think that is appropriate 
at this time. All we are talking about is this man's 


first connection with Galaxy Foods and how it began 
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and if there is anything else that came up later on 


that might have occasioned those changes. 


Let us take those in order. 

MR. LERNER: If I move this document into 
evidence I fear it is not an accurate description of 
what was passed to him. 

THE COURT: Well, except this document contains | 
some changes he made. 

MR. LERNER: Can he testify as to what changes 
he made so that the record was accurate as to what 
was passed to him in the tunnel? 

THE COURT: But I am sure that -- well, I am 


not going to say I am sure because one cannot be sure 


of anything; but I am saying it is quite probable that! 


the handwriting came on there at a later time. 
Q There is also printing on the document, your 
Honor. 
THE COURT: I understand that. 
You mean hand-printing? 
MR. LERNER: This document -- 


(Side bar discussion out of hearing of the 


courtroom.) 
MR. LERNER: At this time I would like to offer 


the document identified by Mr. Beck. I would like to 
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move it intu evidence as Plaintiff Exhibit 26. 
MR. GOIDEL: I understand that there are 
certain modifications to this dociment and we will 


stipulate to counsel, not that Mr.Kirsch actually had 


this delivered to this gentleman but that the document | 


alleged to have been delivered to him purports to be 

substantially the same with the exception of certain 

handwritten notations appearing thereon as well as 

the addition of Mr. H. R. 

Beck's name to the bottom of that letter in 
lieu of other or another name and another telephone 
number is there. 

MR. LERNER: Thank you. 

THE CLERK: So marked as Plaintiff's 
Exhibit 26 in evidence. 

BY MR. LERNER (Continued) : 

9) Now, Mr. Beck, where your name appears on this 
document, was there another name on there when you received 
the document? 

A ;, Don Kirsch's name was on there. 

@) Now, did there come 4 time, Mr. Beck, when you 
got in touch with Mr. Kirsch? 

A Yes. I called Mr. Kirsch and he eventually 


got in touch with him. 
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Q Please explain when you called Mr. Kirsch? 
Please tell us who you spoke to and what transpired during 
the conversation. 


A I called Mr. Kirsch several times and I wasn't 


able to get him and I was under the assumption I was speaking | 


to his secretary but actually I was speaking to his wife. 
MR. GOIDEL: I object to this characterization 
as to who he was speaking unless we go through the 
regular routine of establishing whether he ever had 
spoken to the person over the telephone, etcetera. 
MR. LERNER: We can move to strike the charac- 


terization of the secretary and his wife. 


THE COURT: I gather what the witness really 
means to say, he called the telephone number on the 
slip, the circular, is that correct? 

THE WITNESS: Yes. 

THE COURT: The number? 

HE WITNESS: The number. 


THE COURT: And when you made your firstcll 


did you make contact with a person? 

THE WITNESS: Yes. 

THE COURT: Did that person identify himself 
or herself to you? 


THE WITNESS: No, they did not. 
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THE COURT: Was it a man or a woman? 
THE WITNESS: It was a female. 
THE COURT: A female. 


Now, you spoke to a female. 


Dia this female appear to be acquainted with 


the subject matter of your call? 

Do you know what I mean? 

THE WITNESS: The only thing I can say is that 
this female told me that Mr. Kirsch was not in at that 
time. 

THE COURT: So she gave you that response? 

THE WITNESS: Right. 

THE COURT: Kirsch was not in. 

All right. 

Now, then, at some point in time did you have 
a telephone conversation with a male? 

THE WITNESS: Yes. 

THE COURT: How much later? 

THE WITNESS: I would say a week later. 

THE COURT: So you made several telephone calls 
of getting this female each time; is that it? 

THE WITNESS: Yes. 

THE COURT: Then you got, you made one and you 


got this male. 
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What did this male have to say, if anything, 


when you got him? 

THE WITNESS: I asked him, I told him I had 
received a flyer and I asi.ed was he Don Kirsch and he 
said yes, and I asked him what was the business about 
and he said it was a new idea of delivering food 
directly to the consumer and people did not have to 
go to the supermarkets anymore. 


1 asked him how much money was involved and he 


i 
| 
| 
| 
i 
i 
| 


said nothing to $3,000. 
He asked me where I lived and invited me to a 


presentation. 


| 
| 
| 
| 
} 
| 
| 
\ 


THE COURT: You had never met this Kirsch wate 
in your life? | 
THE WITNESS: I had never met him before. 

THE COURT: And the time before you hadn't met 
him yet; is that right? 

THE WITNESS: Yes. 

THE COURT: He asked you to go somewhere? 

THE WITNESS: He asked me to come to a presen~- 
tation. 

THE COURT: Did he tell you where that was? 


THE WITNESS: Yes. 


THE COURT: Where was it? 
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TH: WITNESS: At the Summit Hotel. 
THE COURT: In Manhattan? 


THE WITNESS: Yes. 


THE COURT: Did you go? 

THE WITNESS: Yes. 

THE COURT: And can you recall the date? 

THE WITNESS: i would say the middle of August 


| 


of 1971. 


THE COURT: All right, Mr. Lerner, take it from 


there. 
LERNER (Continued) : 
Q By the way, Mr. Beck, what was it which 
influenced you to call Mr. Kirsch? 
A Well -- 
MR. GOIDEL: Objection. 
THE COURT: No, I will permit that. 
A The sums of money that you could make that was | 
mentioned on the flyer. 
Q What sums are they? 
MR. GOIDEL: Objection. The document speaks 
for itself. 
MR. LERNER: J will withdraw its 
THE COURT: It does in a sense. He said the 


sums mentioned thereon. 
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Did you in fact attend the meeting? 
Yes. 
Where was the meeting held? 
A The Summit Hotel. 
Q Did you meet Mr. Kirsch when you arrived at 
the meeting? 
A No, J: did not. He was not present when I 
arrived at the meeting. 
Q Tell the Court what happened when you arrived 
at the meeting. 
A I arrived at the meeting and he mentioned 


himself as Mark Glasser and he directed me to a seat and he 


said Mr. Kirsch would be with me shortly. 


Q Prior to the beginning of the meeting dia 
Mr. Kirsch show np? 

A He did not show up until the presentation had 
actually started. 

Q How many people were at the meeting? 

A I would say from 15 to 20 persons. 

Q Could you please describe to the Court what 
took place at the meeting? 

A One gentleman came up to the front of the 
room and introduced himself as John Morino and he went 


through an introduction speech to introduce an Artie 
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Lieberman. 
Q Did Mr. Lieberman then make a presentation to 
the audience? 
A Yes. He proceeded to give the first part of 
the presentation. 
Q Were there o*1er speakers? 
A Yes. There wore two more speakers. 
THE COURT: Do you remember who they were? 
THE WITNESS: Yes. 
Who were they? 
A Bruce Katz and Charlie Horowitz. 


Q Do you recall what Mr. Lieberman and 


Mr. Horowitz spoke about and please begin with Mr. Lieberman. | 


A Mr. Lieberman spoke about the food industry 
being the number one industry in the world today, and the 
great sums of money you could make in this new venture and 
the fact that during an inflationary period the food industry | 
has continued to grow. 

Q And Mr. Horowitz? 

A He @id the guest spot. 

Q Could you give the Court a description of inci 
he spoke about? | 


A Mr. Horowitz spoke about the actual amount that 


you could make in Galaxy, using figures. | 
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Q Was there a demonstration? 
A There was a demonstration. There was a black- 
board and a chart used to demonstrate it. 
Q To the best of your ability could you describe 


to the Court the demonstration that took place? 


A Mr. Horowitz came to the front of the room and 
a lor of people were confused and they didn't know what was 
happening. 
MR. GOIDEL: 1 object and move to strike it. 
THE COURT: I suppose that motion must be 
granted. 


Let me explain, Mr. Beck, you seem to be an 


observant individual but nevertheless your conclusions, 


your mental conclusions are not admissible in Court. 
What persons said or what you saw them do are 
admissible. 

THE WITNESS: Mr. Horowitz came to the front 
of the room and he raised the blackboard and basically | 


went over the entire presentation very B8lowly, asking 


people did they understand the figures and what he 
was saying as he went along and he was saying, do 
you believe the figures, do you believe you can make 


this amount of money and eventually at the end of the 


presentation he wrote down $60,000 on the blackboard 
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in big numbers. 
Q Was there any audience participation at the 
meeting? 
A There was a question and answer period. 


Q Was there, did any other individuals who were 


in the audience begin to clap when the $69,000 figure was 


written on the blackboard? 

A Yes. 

Q Did you observe who began clapping at the 
meeting? 

A Yes. 

Q Would you describe who those people were in 
your own words or where they were located. 

A They were located in the back of the room. 

The people who were clapping, they were, the 

majority of them were the people who spoke. 

Q Were you introduced to any persons later that 
evening, who you had previously observed clapping? 

A Yes. 

Q How were they introduced to you? 

A Mr. Kirsch introduced them to me as Mr. Kenneth 
Rosenthal, Chairman of the Board, Mr. Artie Lee as the 
corporate president and so on. 


THE COURT: Now, Lee, is that the same 


Beck-direct/Lerner 897 


gentleman you mentioned earlier as Mr. Lieberman? 


3 | THE WITNESS: Yes. I would prefer to use 


Artie Lee rather than Lieberman. 
ef THE COURT: All right. | 


You mentioned a Katz. i don't recall you saying | 


7 what he said. | 
: 8 | THE WITNESS: Mr. Katz did the second part of | J 
9 | 


the presentation which actually entails the weekly 


breakdown and the monthly projection based on a 


customer ordering $20 in food per week 


12 Q At the end cf the meeting did you have a | 


discussion with anybody? 


14 A I had a discussion with Mr. Kirsch. 
| 
15 Q Approximately how long did the meeting last? 


16 | A I would say it lasted from one half-hour to 


17 || 45 minutes. 


18 | Q At the end of the meeting what did Mr. Kirsch 
19 | discuss with you? 

4 MR. GOIDEL: Objection. Again this goes to the 
y ; question of leading. 

29 MR. LERNER: I asked if he had a discussion 


24 MR. GOIDEL: I know you said at that time, the 


end of the meeting, as though you were ceferring him 


23 with anybody and he said Mr. Kirsch. 
to a specific conversation. 
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THE COURT: All right, try to refrain from 
leading the witness. 

The meeting lasted one half to 45 minutes? 

THE WITNESS : Yes. 

THE COURT: Did the witness leave at that time 
or not? 
Q Did you leave after the meeting ended? 
A No. 
Q What did you do? 
A Mr. Kirsch had arrived at the meeting after it 

was over and he asked me if I understood everything and he 


went over everything, writing the figures on the papers and 


asking me did I understand or did I have any questions. 


Q Did he just discuss anything else with you? 

A After it was over he asked me did I like the 
idea and I said yes I do like the idea and I would like to 
go home and think about it and I would get in touch with him 


again. 


(Continued next page.) 
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QO Did he reiterate with you how many people coul 
make money in Galaxy? 
A No. Except, now, the part that is written on 
the paper, the part of Mr. Lieberman's presentation. 
(a) Did you subsequently attend another Galaxy 
meeting after the first one? 
A Ves. 
Q Between the first meeting and the second meeti: 
did you have any conversations with anybody concerning Galaxy? 
A NO, no one except my wife. 
Q How many additional Galaxy meetings did you 
attend after the first? 
A One more. 
a) Where was that meeting held? 
A At the Belmont Plaza Hotel. 
Do you recall when the meeting was? 
I would say the last of August of 1971. 
Did you go to the meeting by yourself? 
No. I took my wife with me. 
Q What occurred at this meeting? 
A. There were more people present at this meeting 
I would say 20 to 25 people were present and the same thing 
happened at the first, the presentation was given and the 


question and answer period and then at the end if someone 


24 
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said to the person who invited them down there if they liked 
the idea they were introduced «os new field manaqers or 2 new 
distributor and the esecativer at tic eo rpany vould elap and 
cheer. 

oO After you attended *he second toetins: div vou 


remain in contact with lIr. Kirsh? 


A Yos. 
a Would you explain how vou did? 
A IT told te..Virse’). that. would, thank abeut 


it for a week andl eventually % woul? get in contac. wi tl: him 
but during this week he called me and asked me and Tf said 


I had agreed to come into Galazy as a field manaqer. 


‘a He called vou by telephone? 
A Yes. 
ia) What was Mr. Kirsch's reaction when ‘rou informe 


him that you wanted to come in as a field manaqer? 
A He was excited and he sugqqested that we get 


together as svon as possihle. 


fa) Nid you subsequently get together with Mr. Kirsph? 

A Ves. 

nN Can you recall wi:en and where? 

A TI would sav the “irst of September in Flushing 
New York. 

n And why in Flushing, "lew Vork? 


ne se eapecanenreoiaee 


Ce 
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A Because at this time I was living in Great Nec 
and Mr. Kirsch was living in %ueens so he suggested we meet 
in Flushing. 

ta) As a convenient location? 

A Ves. 

QO Did you and Mr. Kirsch have a discussion when 
you met? 

A Yes. 

Q Could you please describe what transpired in 
that discussion? 

A When I met Mr. Kirsch I had a personal check 
on me for $1000 and I gave the check to him. 

Mr. Kirsch had an application form that was 
filled out for the amount of $3000 for the position of 
distributor and I told him I did not have the $3000. 

ra) This was after you had informed Mr. Kirsch by 
phone that you wanted to join the field manager? 
A Ves. 


MR. LERNER: I would like to have marked as 


Plaintiff's Exhibit 27 a blue application form for 


Galaxy Foods. 
THE CLERK: So marked. 
Have you ever seen this before? 


Ves. 
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Exhibit 27? 
Ves. 
O What is it? 
AN It is the arpliention form for Galaxy Poods Inc. 
wnich I signed? 
a Is this the same form in -criich “fr. Kirsch had 
originally entered the fidure of $3990? 
ie. Yes. 
o Do you want to offer it in ovidence? 
MR. LERNVER: Uo yet. 
I can offer it in evidence, ves. 
MR. GOIDEL: May I ask a few questions. 
THE COURT: Yes. 
VOIR DIRE 
BY MR. GOIDEL: 
a) Was this made out in vour presence or prior 
to you and Mr. Kirsch meeting? 


A When I met Mr. Kirsch he had the $3000 and 


distributor written in the application. 


Q You did not see him write it? 
A I did not see him write it. 
MR. GOIDEI: I have no objection. 


MR. LERNER: Mr. Padilla, would you like to see 
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MR. PADILLA: I have no objection. 
THE CLERK: So marked in evidence as Plaintiff' 

Exhibit 27. 

CONTINUED DIRECT EXAMINATION 
BY MR. LERNER: 

Q One thing I forgot to ask you at the meetings 
which you attended did you hear any of the speakers indicate 
that the franchise would be, the investment in Galaxy would 
be limited to New York State residents? 

A No, I did not. 


9 What did Mr. Kirsch say to you when you told 


him that you did not have the money to purchase the 


distributorship for $3000? 

A He suggested that I shculd come in as a 
distributor because I could make more money as a distributor 
than a field manager. 

Q But you told him you did not have the money, 
is that right? 

A Yes. 

Q What did he say? 

A He suggested we go to a bank to apply for a 
loan for $2000. 

(a) Did you have any discussions concerning the 


bank loan? 
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A I asked him, I told him I didn't think the idea 


would work, because I nadn't been on my job that long, that 


I had recently gotten out of the army and did not have any 


credit references whatsoever. 
He said I could use his company as a credit 
reference and we proceeded to yo to a bank. 
re) Did he tell you the name of his company? 
A He said the name of his company was “K* 
Enterprises. 
fa) Did you ever work for "K*® Enterprises? 
A No. 
Q You have stated previously that you gave 
Mr. Kirsch a check for $1000. 
Is that correct? 
A Yes. 
(a Where did you get that money from? 
A I had earlier gotten a business together with 
my brother -- 
THE COUPT: Was this a Government loan or 
gomething that came privately? 
THE WITNESS: it was private. 
Did you use that money? 
I used this money to invest in Galaxy Foods. 


Did you have any other funds available to invegt 
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A No. 
Q Prior to your filling the application form 


did Mr. Kirsch ever tell you that Galaxy, that the investmen 


‘ 


therein was limited to New Vork State residents? 
A No, he never told me this. 
Q Did you eventually go to a bank? 

Yes. Mr. Kirsch and I went to a bank. 

How did you get to that hank? 

Mr. Kirsch drove me. 

Why did you go to the -- 

MR. GOIDFL: Objection. 

THE COURT: You can ask what he did but not why. 

MR. LERNER: He certainly testified why he 
went to the bank. 

THE COURT: I am interested in one other 
question, was this a bank with which you had previousl 
done business? i 

TUE WITNESS: No, it was not. 

Where was the bank located? 

Flushing, tlew York. 

What was the name? 

Manufacturers Hanover. 


Why did you go to the bank? 
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MR. GOIDFI.: Objection. 

A I went to the bank to trv to be rrow 1n 
additional $2999, 

oO For what  ur:ose? 

A To come into Galaxy Food as a distributor 
rather than a field manager. 

O Prior to going to the ban: vou had handed 
Mr. Kirseh the checks; is that corre*t? 

A Se 

2 po you know whether or not your application 
had been accepted at that time? 

A By the conpany? 

a Yes. 

A It had not been accepted. 

MR. Kirseh had the application and the check 

with hin. 

o Prior to your aoing into the bank did Mr. Kirsc 
give you any other instructions in connection with the bank 
loan? 


A Mr. Kirsch suqgested that T tell the hank, 


people in the bank that L was horrowing. the money to buy 


furniture. 
ra) pid you in fact go into the bank? 


Ves. 
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Did Mr. Kirsch accompany you into the bank? 
Yes. 
Vid you see a bank officer? 
A Yes. 
o Was Mr. Kirsci present with you when you saw 
that bank officer? 
A ves. 
Q What did you tell that bank officer? 
I told hin I was interested in borrowing 
$2900. 
I told him I wanted to buy furniture. 
Oo Did you tell the bank officer where you worked 


A I didn't get a chance to tell him that. 


He asked me how long T had been at my present job and I said 


two months and he said no vay could I qet a loan. 

‘a In other words the bank rejected your application? 
A Right. 

MR. GOIDEL: Objection. TI don't think he has 
established he nade out an application. 

MR. LEWIN: T will strike the question. 

Did you prepare an application? 

No. I spoke to the man in the bank. 

And he told vou what? 


Ha told mac no. 


Beck-direct/Lerner 

pid you leave the bank with Mr. Kirsch then? 

Yes. 

nid you have: a conversation with Mr. Kirsch? 

Yes. He suggested we try another bank. 

I told him I didn't like the idea and I wanted 
to come in at this level and see what the company was about 
before I elevate it and he said okay. 

Q With respect to ixhibit 27, did Mr. Kirsch 
fill out this application? 

A Yes. 

O Did you sign the reverse side of it? 

ves. 

Look once again at the application. 

Do you notice the word distributor crossed out? 

Ves. 

Who crossed it out? 

Mr. Kirsch. 

Did he write anything in lieu of distributor? 


le wrote in field manager. 


nid he write that in after you left the bank? 


MR. GOIDEL: Objection, leading. 
Yes, he did. 
When did he write it in? 


After he left the bank. 


Beck-direct/Lerner 
Was your application accepted by Galaxy? 

A I gave the application to Mr. Kirsch. 

Oo Did you receive a duplicate of the application 
thereafter? 

A Yes. 

fa) What did you inirially do after vou became a 
field manager with Galaxy? 


A Atter I became a field manager with Galaxy 


I began working with Mr. Kirsch. 


a Can you describe what you did with Mr. Kirsch? 
A We went to different areas, Flushing, Brooklyn 
passing out ieaflets and this is when I adopted his handbill 
to use as mine. 
Were only ‘vrour le.flets handed out? 


No, Mr. Kirsch's leaflets were handed out and 


Did you ever speak to any yeople face to face? 
Ves. 
Did you ever observe “ir. Kirsch sneak 
people face to face? 
A Yes. 
Where? 
Anywhere. 


Can you be specific? 


Beck-direct/Lerner 
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A Anyplace we stopped to eat or driving on the 
highway, anytime we could get somebody's attention we would 
pass them a handbill and talk to them and try to get then 
to come to a presentation. 
Q Did you ever inform or ever hear Mr. Kirsch 
inferm any of these individuals whom you stopped that the 
Galaxy investment was limited to Ne Vor! State residents? 


A No, I never heard hin say -hat. 


9 After you invested your money in Galaxy ‘cid 


you receive training and instruction? 


A Yes. 

‘a Can you describe this training and instruction 
to the Court? 

A These training sessions were held at Galaxy's 
home office and basically they included cold prospecting, 
how to go up to a total stranger, grasp his hand and tell 
him about Galaxy; ask him if he would like to make $60,000 
and get him interested and come to a presentation. Also to 
scrutinize, one person would come up to the front of the 
room and act as a stranger and the person was to be the 
distribu or field manacer and the executives of the company 
would watch us and tell us what we were doing wronq. 

Q Did anything else occur at these training 


sessions? 


22 ro meen amnanatciaate e 
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A Yes. There were classes giving quotations 
*"think and grow rich" and we listened to “Dare to be Great," 
tapes. 
When did you receive this training? 


I received it immediately upon coming into 
Was the retail food sales in operation at this 


NO. 
lew Goutd one make money by being in Galax; 
at this time? 
A The only way someone could make money is 
introducing other people into Galaxy. 
9) How would you earn money by doing that? 
A By getting comnission on people you brought in. 
(a) In the early days, that is when you joined the 
company, were you instructed in the delivery of food service? 
A No. 


ta] ' Was there any instruction given to the best of 


your recollection concerning the retail end of Galaxy? 


A When I initially came into Galaxy there were 
no instructions given at all. 
‘a Did there come a time when such instructions 


commenced ? 
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Yes. 
Q Please tell us when? 
A This was when they started what is called the 
basic business training course. 
Q How soon after you joined that course did it 
begin? 
I would say the end of November of 1971. 


In other words approximately a month after you 


Two morths. 


You used the word prospecting in your testimony. 


\ 


Could you explain what is meant by prospecting in accordance 
with what was taught at Galaxy Training session? 

A Going up to total strangers anywhere anytime 
and introducing yourself, asking them would they like to 
make $60,000 a year and trying to get them to come into an 
opportunity presentation. 

Q Were you ever instructed on where to go to mee 

people? 
A We were instructed to go to busy places, Penn 
Station, Grand Central, Kings Plaza, anyplace where you have 
a large traffic of people, coming into it. 

Q Were you instructed to go into detail about 


the company when you prospected people? 
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A We were not instructed to go into detail about 
the companies. We were only to get the person interested 
in coming to an opportunity meeting and we were taught at 
these training sessions to meet the heavies of the company 
and take it from there. 

Q What do you mean heavies? 

The executives of the company. 

Q What were you told these heavies would do? 

A We were taught being we had just came into the 
company we basically didn't know how to wholesale or how to 
talk to the guests to get them down there and the executives 
would take it from there and they would answer all their 


questions. 


TRE COURT: Did you ever learn who the heavies 


THE WITNESS: Yes, your HOnor. I knew who the 
heavies were. 

THE COURT: Who were they? 

THE WITNESS: The executives of the company 
at that time. 

THE COURT: By the executives of the compan 
whom do you include in that category? 

THE WITNESS: Mr. Kenneth Rosenthal, Mr. Artie 


Lee, Mr. Ralph Avni, Mr. Charlie Horowitz and Bruce 


Beck-direct/Lerner 

THE COURT: Anyone else? 

THE WITNESS: That was the heavies then. 
Q The heavies change from time to time? 
A No. They actually didn't change, but the 

number invreased. 

You mean there became more heavies? 

Yes. 

As time went on who were the other heavies? 

Stephen Roth was considered a heavy. 

Anyone else that you can think of? 


I would say just that person. 


Did you consider Donald Kirsch a heavy? 


MR. GOIDEL: Objection. That is leading. 

MR. LERNER: le has exhausted his memory. 

MR. GOIDEL: Iie has not and has not indicated 
the need for refreshment. 

THE COURT: I think that was suqgestive and 
not called for by the witness’ answer. It seems 
to me that he had pretty well made clear whom he knew 
to be the heavies. 

MR. LERNER: All right. 

THE WITNESS: Could I ask a question? 

TIE COURT: Not while you are on the witness 


stand. 


Beck-direct/Lerner 915 

Q Mr. Beck, was it your understanding from the 
training sessions -~- 

THE COURT: No, IJ think we are getting into 

a leading problem again. 

Q Were you aware or did you becone aware during 
your association with Galaxy as to whether any of the people 
in Galaxy had been associated with Koscot? 

A Yes. 

Q Who were those people? 

A Those people were executives of the company, 
including the names I have mentioned, all except Stephen Roth 
and including Don Kirsch. 

Q What did you consider your role to be in the 
Galaxy operation at that time? 

A I considered my role to be essentially a field 
manager which is the low position available in Galaxy. 

Q And as far as your functions went -- 

A My only function at that time was to go out and 


wholesale. 


You have described what wholesaling was; is tha 


Yes. 
Now, at the training sessions were you taught 


anything about tho attitude? 


Beck-direct/Lerner 
A Yes. We were taught constantly about our 
attitudes, not to have negative attitudes. It was required 
that you think and grow rich. 
Oo What about your attitude at the meetings, was 
there any instruction concerning that? 


A We were instructed at meetings to show 


enthusiasm and to clap and cheer whenever something exciting 


happened. 


(Continued on next page) 
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DIRECT EXAMINATION 
BY MR. LERWER (Cont'd): 
Q Were you told what the purpose of the clapping 
and cheering was? 
A We were told that the clapping and cheering 
get the gvests involved in the enthusiasm. 
Q Who told you this? 
A The executives of the company cold us this. 
Q Anybody in particular? 
Artie Lee used to tell us always this. 
Did you ever hear the term "jack up"? 
Yes, I have. 
Who used that term? 
Jack up is a favorite phrase of Mr. Artie Lee. 
bid you know what jack up meant? 
Yes, I knew what it meant. 
Did Mr. Lee tell you? 
Yes, he told us what it meant. 
Q What does it mean? 
A Jack up means to get someone thoroughly in- 


volved in the idea that they are so enthusiastic about it 


that they forget everything. 


Q After you made your investinent in Galaxy, 


Mr. Beck, did you continu: to attend Upportunity Meetings? 


Beck - direct 
Yes, I did. 
liow many cid you attend? 


I would say at least once, one meeting per week. 


Until when? For how long a period? 
Until rebruary, 1072. 
February? 
February, 1972. 
What happened in February’ 72? 
In February of 1972, I elevated my position in 
Galaxy. I became a distributor. 
Q How much longer after that did you stay with 
the company? 
A I would say I stayed with the company another 
nine months to a year. 
Q During that tine, From time to time did you 
bring in other investors? 
A Yes, ‘I did. 
Q Did you earn commission? 
A Yas, I did. 
Q Could you tell the Court approximately how muc 
you made from Galaxy? 
A I made -- 


Q To the best of your recollection. 


A I made almost all my investment back except 


3 


for $5). 
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and eventually te a husdred. 


Q At the YUpportunity Meetinds, did the cheering 


and applauding continue? 

A wae cheering and applauding continued, it beca 
louder; in fact, it became so loud tnat eventually the 
guests starteu complainim; avout the noise. 

Q Wore you instructed where to sit at these Oppor- 

Meetii.gs? 

A ve were instructed to sit in the rear of tue 
room, if you didn't save a guest. If you nad a quest, you 
tried to sit’ near the fron’ wits then. 

Q lave you ever heard of a Sunday Step-Up Meeti 


A Yes, I cave, 


920 
Beck - direct 


Could you describe what a Sunday Step-up Meeti 


A A Sunday Step-Up Meeting is a meeting that was 
held usually at Galaxy's home office or at the warehouse. 
What it means is that during your week of 
prospecting, you have singled out guests that you think 
have the money, that can afford it, that are interested, and 


you bring them down to the Step-Up. 


At this Step-Up Meeting, the executives of 


the company, or whoever is speaking, they don't back into 
the marketing plan of Galaxy, they assume that the guest al- 
ready understands that part. So what they do is call for 
projections from the floor and actuallu show how much money 
you can make on the wholesale and the retail end of the 
business. 

Then, usually the guests are asked to come 
up to the front of the room and asked if they are going 
to join Galaxy as a field manager or distributor. Then 
eventually the checks are passed out and just about every 
time they would ask one of the guests to actually pass out 
the checks. 

At this time they would also receiv: a busines 
manual and a “You Can Grow Rich" book. 


Q Is this Plaintiff's Exhibit 3 in Evidence the 


Beck - direct 
type of business manual you are referring to? 
A Yes. 
THE COURT: vid you say yes? 
‘HE WITNESS: Yes. 


Dia you ever speak at an Opportunity Meeting? 


A Yes, I did. 


Q Did you say what you wanted to say at the 
meeting? 

A No, you couldn't say what you -- you had to 
say exactly what was printed in the business manual. 

Mr. Lieberman used to tell us that when you 
quoted from the business manual, you were actually under 
oath, that their lawyers had instructed them to say this. 

Q At the Opportunity Meetings, was there ever 
any discussion from the speakers about the distribution of - 
strike that. 

Was there ever any discussion concerning 
customer accounts? 

A Yes, there was. 

Q Could you piease describe what that discussion 
was about? 

A The guest speaker at the Opportunity Meetings 
would say that to the people in the room that Galaxy would 


acquire first 10,000 accounts and equally distribute them 


6 Beck - direct 
among the distributors and field managers in the business 
at that time. 

Q As long as you were with Galaxy, did that 
distribution ever take place? 

A That distribution never took place. 

Q : Did you ever speak in a guest spot? 


A No, I never spoke in a guest spot. 


Q Who spoke in the guest spots? 


A Usually it was Artie Lee, Charlie Horowitz, 


any of the heavies spoke in the guest spot. 

Q Do you recall when the company -~ approximatel 
when the company stated it would make this distribution of 
customer accounts? 

A They stated, you know, when they acquired the 
warehouse, they were ready to begin retail operations. 

Q About what time of the year was it? 

A When they first stated this? 

Yes. 


I would say, I began hearing it in November of 


That early? 
A That early. 
Q Was there also a discussion about the area in 


which Galaxy would deliver? 


Beck - direct 
A Yes, there was. 
Q Could you describe what that discussion was 


about and where it took place? 


A At the Opportunity Meetings and at the trainin 
sessions we were told that when Galaxy first began their 
retail operation that would consist of a 30-mile radius around 
the warehouse. 

Q 30 miles? 


Yes. 


Q What did the 30-mile radiu< mean? 
A 


It represented the area that would be used 
for the retail. 

Q Did that radius every change? 

A That radius changed several times. 

Q Could you describe how it changed and when it 
changed? 

A I can't remember the exact date when it change 
but when Galaxy actually did acquire their warehouse, it 
changed to ten, and eventually it changed to three-mile radiu 

Q Around the warehouse? 

A Yes. 

Q At the Opportunity Meetings was there any dis- 


cussion concerning target dates? 


A Yes, there was. 


Beck - direct 
Q Would you explain that? 
A As far as I'm concerned, the first target 
date that I heard was June of 1972. 
Q Come June of 1972, what happened? 
A They didn't retail. They kept pushing the dat 


back further and further. 


Q Were there other target dates? 

A There were several. 

Q To the best of your knowledge, did they meet 
any of those target dates? 

Q I would say they didn't meet any of them. 

Q Was there any discussion at the Opportunities 
with respect to commissions to be earned on the retail sales 

A Were there any discussion? 


Q Yes, did the speakers say how one can earn 


commissions and whether there would in fact be commissions 
earned from sales to customers? 


A Yes, they said it would. It is in the third 


part of the presentation the exact commissions that you woul 


earn. 
Q While you were with the company, did there 
come a time when this policy changed? 
A There was a time when they changed the commission 


structure. 


Beck - direct 
When did you leave the company? 

A {I would say early 1973. : 

Q When you joined the company, Mr. Beck, did you 
know how the principals were going to be cata cias 

A When I joined the company I was under the 
opinion that everybody in the company, the only way they 
made money was actually by wholesaling. 

Q Including the principals of the company? 

A Including the principals of the company. 

w Did you later find out how they actually becam 

salaried? 

A Yes, I did. 

Q How-was that? 

A At the Opportunity Meotinys they began to say 
that they -- that they were receiving one per cent of the 
total wholesale volume. 

Q When did you first hear this representation 
being made at Opportunity ileetings? 

A I would say March or April, 1972. 

Q Were you ever aware oa any of the executives 
of th2 compa.y received free franchises at the time you 
joined? 


Q Were you aware at the time you joined that 
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executives received franchises for services instead of payin 
for them? 

A No. 

Q When you first joined, was there any projectio 


made as to when retailing would start? 


A When I first joined, the first projected d&te 


was June of 1972. 

Q Let's go back for a moment, Mr. Beck, to the 
training sessions. 

Do you recall the names of the instructors at 
these training sessions? 

A Yes. The instructors were Artie Lieberman, . 
Kenneth Rosenthal and mainly Bruce Katz. 

Q Any other instructors that you can recall? 

A As the company eventually got larger, Steven 
Roth was an instructor also. 

Q And you have also testified, I believe, that 
there were checks handed out at Sunday Step-Up meetings; is 
that correct? 

A Yes, there was. : 

Q Were you told by anyone at the company why 
checks were handed out at the meetings? 

A Checks were handed out at the Step-Up Meetings 


to show your guests that you could make money at Galaxy. 


Beck - direct 
Who told you this? 


The executives of the companies -- of the 


Q Were -- was there any applauding or cheering 
when the checks were being handed out? 

A Yes, there was. 

Q From where did ithat emanate? 

A From the back of the room. 

Q From who? 

A From the executives of the company. 

Q Did distributors and field managers also 
cheer and applaud? 

A Yes, we wees taught at the sessions to cheer 
and clap. 

Q Were any of those checks that you observed 
being handed out ever handed out for the retail operation? 

A For the retail -- 

Q Commissions being paid on the retail operation? 


No. 


_2 What did they represent? 
.: 


They represented wholesale commissions. 
Q That is, commissions paid by sponsoring others 
into the company? 


A Right. 
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Q Mr. Beck, did you keer your own books and re- 
cords concerning Galaxy? 
A Yes, I did. 
Q You kept a record of how much money you earned 
A I kept a record of how muci money I earned. 
I have just about every piece of literature that I ever 
received from Gaiaxy. 
Q bid you ever see Galaxy's warehouse? 
A Yes, I did. 
When? 
When they first acquired it. 
Was there a tour given? 
Yes, there was a tour given. 
Q Could a distributor or field manager go into 
the warehouse at any time he wished? 
A When they first got the warehouse, a distributdr 
or field manager could, but when they actually got the food 


in there, you were restricted to certain areas. 


Q Did you have to make an appointment to go into | 


certain areas? 
A Yes, you did. 
Q To go into certain areas of the warehouse? 
Yes. 


You were a member -- did you ever hear of the 
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Distributors’ Association? 
A Yes, I did. 
Q Were you a member of that association? 
A I was a member and I started the Distributors' 
Association. 
Q From what period of time to what period of timg? 
A I would say from Octover, 1971, to the arly 
part of 1972. I served as a memberof the Distributors’ 
Association. 
Q Whatever happened to that association? 
A Eventually was disbanded by the company. 
By the company? 
THE COURT: Did you say abandoned or banded? 
THE WITNESS: Disbanded. 
THE COURT: Disbandea. 


How was the company able to disband the associa- 


MR. GOIDEL: Objection. 
MR. LERNER: Lducate me. 
THE COURT: I will sustain the objection as 
to the form and you may inquire of this witness whethe 


he received any notifications of any kind or any 


communications of any kind which throw any light on 


this statement of his. 
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BY MR. LERNER: 


Q Were you ever informed as to why the organiza- | 


| 
| 
tion was disbanded? | 
A We were told that -- | 
MR. GOIDEL: Objection. Tne answer is yes or 

no, and then who told you. 

Were you ever informed? 

Yes. 


Whe tuld you? 


The executives of the company. 


A They told us -- they just said, the Distributo 


Q What did they tell you? : 
s ' 
| 


Association was disbanded. 
Q Was there any vote taken by the distributors 
themselves as to whether they wanted to disband or not? 
A There was no vote taken. There was not even 
a discussion made. 
MR. LERNER: I have no further questions. 
MR. GOIDEL: Shall I begin my cross-examination, 
your Honor? 
THE COURT: Yes, I'd be interested in having 


you start. 


(Continued on next page.) 
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15 Bech - cross - Goidel 
CROSS-EXAMINATIOi. 
BY MR. GOCIDEL: 
Q Mr. Beck, I take it that you did unto others 
what others supposedly dia unto you; is that correct? 
MR. DLRRNER: Opjection, your Honor. 
Did you -- 
MR. LERNER: Would you please define what you 
Ly what others did ang what te did? 

Q Mr. Beck, you were a pretty active man in 
February of 1972, weren't you, as related te your neki wieien 
with Galaxy Foods? 

Yes, I was. 


As a matter of fact, you won an award, did you 


Yes, I did. 
What was that award for? 

A That award was for bringing in a certain amoun 
of volume for that time period that was considered by the 
company to be fantastic. 

Q On February 4th vou were paid $1,250; correct? 

A I can't remember the exact date, but if that's 
what the record shows -- : 

Q In February you did receive a check for $1,250 


on one occasion; is that correct? 


| 
| 
| 
| 
| 
| 
| 
| 
| 
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A I received *® ¢nec:, but I aon't know if that 
is the correct date or 
Q cir the reeords cf the corvoration which have 
already been narhed in wo levee reveal ti.at on February 4th 


: Baek : I 
you received $1,250,038 (oo-ruat 2. | you rec. ive! two checks, 


@ach in the amemurt of “49 . on br oiry . 2th you recelved 


an additional check fur 
.. mor: or less correspon 
with your meOry as to what vou received in Fevruary? 
A I would say 
Q And in aidition to thet, you were a nenwer of 
the association? 
A Yes, TI vas. 


Q Tell me, ‘'r. whoiwas the first time you 


ever had occasion co sneai to the Securities und iixchanye 
Commission with regar:) to “alazy Feols, Inc.? 

A The First tire? 

Q Yes. 


A In the early cart of 1973 I was at a wusiness 


meeting held at Galaxv's home effice on a Friday night and 


several distribvtors were asking itr. Lieberman did he not 
know that the Securities ane’ oschan > Commission was investi 
gating Galaxy Foods. 


») Ho, sir, ae ye tate understood my 


17 Beck - cross - Goidel 
question. 


I said or I meant to say, when was the first 


time that you communited or were in communication with the 


Securities and uxchanye Commission with regard to Galaxy 
Foods ? 
“a As I was saving, after this particular meeting 
I contactec tic Securities and iixchange Commission to see 
if what tir. Lieberma:. was saying was true. 
ae 
Q Whom did you speak with? 
A I spoke to a iir. Garmansky. 
What did you say to Nr. Garmansky? 
I asked him were they investigating Galaxy 
Foods. 
I assume you were advised that they were? 
Yes. 
Q What did you then say or do? 
A I referred to him -- I asked him questions 
about another gentleman that was in Galaxy also. 
Q Who was that? | 
A I can't remember the person's name. 
Q Did there come a time when they asked you to 
testify, come down to a hearing or vrovide them with informa 
tion 


Yes, there was a time. 


Beck - cross - Goidel 
When? | 
| 


I would say the early part of -- no, the latter 


{ 


Ten months later from what? 


| 
| 
| 
Ten months later, thereabouts? 


Q You say that you first contacted them in early 
1973, and now you say that you spoke with them next sometime 
in the latter part of '73. 

A That's not what I'm saying. I would say I 
contacted them one month and I visited them in the second 
month, within the game month. 

Q * Are you aware of the fact that you are purported 
to have sold more franchises than Mr. Kirsch? 

A That *‘s impossible. 

Q What if I told you it is not impossible, sir? 

A I would have to ask you to prove it. 

Q Supposing we already have, sir, would that mak 
you in your own mind think that you were a bigger crook than 
what you accuse him of being? 

MR. LERNER: Objection, your Honor. 

MR. GOIDEL: Cross-examination. I can go into 
anything like that. 

MR. LERNER: What does a crook have to do with 


this type of cross-examination? 


Beck - cross - Goidel 
MR. GOIDEL: Would you like me to use the word 
"fraud doer," wrongdoer"? 
What word would you like me to use? 
MR. LERNER: Your Honor, we have an objection. 
THE COURT: Yes. I don't like the use of te 
like that. 
MR. GOIDEL: I will rephrase my question. 
MR. LERNER: If tir. Goidel is willing to conce 
that Mr. Kirsch is a crook and a fraud doer, then I 
will let the question stand. 
MR. GOIDEL: Of course not. This gentleman ha 
made the comment in different language. 
BY MR. GOIDEL: 
Q I will rephrase it. 
Sir, are you aware that Mr. Kirsch sold but on 
franchise and received but one sum of $700 for it? Are you 


aware of that? 


MR. LERNER: Objection, that's not accurate. 


Are you aware of it? 

No, I am not aware of it. 

MR. LERNER: That's not accurate. He's assuming 
facts not in evidence. 


MR. GOIDEL: It is in evidence, and he receive 


Beck - cross - Goidel 
MR. LERNER: He sold three franchises -- 
MR. GOIDEL: And he received one check of $700 
BY MR. GOIDEL: 
Q Now, sir, how many checks did you receive all 
in all? 
A I would say I receivec four, five checks. 
Q I'd say, sir, that you received at least seven 


What do you say to that? Does that refresh 


A It does not refresh my memory. 
Q You received two checks on February 13th, one 


e 


on February the 4th, one on Fevruary the 29th, one on July 23rd, 
one on November the 13th. and then you received that $135 ch Lk 
as a gift for winning that special award. 
Would you say that I'm in error, sir, or would 
you like us to produce all the checks here in Court? 
A You can produce them if you wish. 
MR. GOIDEL: Do you have all the checks from 


Galexy Foods? 


MR. LERNER: No, we don't. 


MR. GARMANSKY: We have some checks. I can't 


represent we have every single check. 
Q Sir, do you deny that you received $2,950 plus 


the $135 for winning the prize? 


Beck -cross - Goidel 

I do not deny it. 

In other words, you did? 

Yes. 

And if I were to tell you, sir, that that 

was represented by seven checks, would you believe that to 
be accurate? 

A Yes, I would. 
Q Fine. 

Can I ask you a question? 

No, sir, you cannot. 

Now, sir -- 

MR. GOIDEL: May I have that exhibit? 

THE WITNESS: Could I say something, your Honor? 

THE COURT: Unfortunately, not according to th 
rules. You must confine yourself to answers to ques~ 
tions. 

TIE WITNESS: I understand that, but there is 
a point here that was not made, that I think would be 
lost entirely if it is not made. 

THE COURT: Commission counsel will have to 
depend -- you will have to depend on them to recogniz 


what it is and they will get another opportunity on | 


what we call redirect examination to question you 


again. 
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BY MR. GOIDLL: | 
Q Sirf show you Exhibit 26, Plaintiffs cieuke Gk. 
You had unese things prepared with your name 
appearing or the bottom? 
A Yes, I did. 
Q -You substituted your name on the bottom for 


that which bore the name of Mr. Kirsch and which you say was 


handed to you tirough an automoLile passing through the 


A Yes, I did. 


Q When you had that prepared, sir, was there any 
thing contained on that document that you believed to be 
false? 

A The only thing that I would say that would be 
false on there would be the part that speaks of the multi- 
millionaire of 35 years of age. 

Q I take it you didn't then meet a 35-year old 
multi-millionaire who was a:isociated with Galaxy Foods; is 
that correct? 


A hi ght e 


tunnel? . 
A Yes. 
Q@ Is that correct? 
oe Yes. 
Q You paid for the preparation of that, sir? 
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Q Now, but for that comment, did you believe 


everything contained on that document to be true? 
A Other than what I have stated, I do -- f did. 


Q That's one of the reasons why you handed it out; 


isn't that correct? 


A That's right. 
Q And if you didn't believe it to be true, you 


would not have handed it out; am I correct? 


MR. GARMANSKY: Objection. 
Am I correct, if you believe something on here |-- 


MR. GARMANSKY: Mr. Goidel, wait for the Judge ''s 


ruling. 
MR. GOIDEL: Sorry, you are right. 
THE COURT: No. I am going to overrule the 
objection. 
Do you want to have that question read back? 
(Question read.) 


MR. LERNER: Speculative. 


MR. GOIDEL: I believe nis Honor has overruled 
the objection. 
Would you answer the question, sir? 
Q If you believed the comments contained on here 
to be called, you would not have handed them out? 


A That's right. 


se antisera at 
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Q Did you ever ask Mr. Kirsch whether he believed 


the statements contained on here to be true? 

A 55 Poe him that. 

Q Did Mr. Kirsch ever indicate to you any reason 
for believing, either you believing or for bis believing 


that the comments made onivre were not true? 


A Eventually, Mr. Kirsch explained to me that 


his flier he nad used for another business, and that it 
really didn't apply to Galaxy but he used it anyway. 

Q When did he tell you this? 

A He told me this initially after I had invested | 
in Galaxy and when I began to work with him. 


Q When? 


A I would say the middle of September, LOL. 
Q When did you start handing this out? 


A I started handing it out, you know, before 


I had copies made, I was usihg the same thing, crossing his 


name out and write my name on it. 
Q Then in September he supposedly made this statd- 
ment to you, and then after September you had this printed 


up yourself, didn't you? 


A Yes, eventually I had my own copies made. 


Q I see. So that if I understand you, you then 


knew that what was contained on here applied not to Galaxy 
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but to ancther business that Mr. Kirsch had been associated 
with; true? 

A Yes. 

Q And yet you still handed it out as pertaining 
and purporting to relate to Galaxy Foods? 

A Yes, I did. 

Q Now, sir, a little while ago you said to me 
that if you knew that the information contained on this 


document were false, that you would refrain from handing it 


out. 


Are you now telling us that in spite of the 

fact that you knew it was false, you still handed it out? 
MR. LERNER: Objection. He didn't state the 

information was false. What may apply to one oo 


may also apply to another business. 


Q All right. Is that true, sir, did you believe 


that what pertained or applied to Mr. Kirsch's former busi- 
ness applied to this business as well? 

A I would say yes. 

Q Do you have any doubt? 

A I have no doubt, 

Q In other words, sir, so far as you were con~- | 


cerned, and wit! the exception of this fifth comment regarding 


a 35-year old multi-millionaire, everything contained ‘n 


here is true? | 
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A Yes. 
Q Did there come a time that you began to believe 
that what was contained in here was not true? 
A Yes. 


Q When? 


I would say Spring of 1972. 


Did you resign from the firm? 

A No, I didn't. 

Q by the way, sir, did you have any discussions 
with the Securities and Exchange Commission with regard to 
the possibility of your being a party defendant to litigation? 

A Yes, I did. 


Q When? 


A When I originally contacted them. 
Q What did you say to them with regard to the 


possibility of your being a defendant in an action? 


A I told them that, you know, there were things 


that I -- just about everybody in Galaxy did what I think was 
illegal. 
Q You volunteered this information? 


A Yes, I did. 


Q What did you specifically tell them that you 


were doing that was illegal? 


A I didn't refer specifically to any point. 
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Well, what did you believe you were doing that 
illegal’? 
A I believe at this time, after being in Galaxy 


for almost a year and not really seeing any progress, that 


to bring someone in, you Know, woul like a rip-off. 


(Continued on next pace.) 
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When did you resign from Galaxy? 

I would say I resigned the early part of 1973. | 

How early in 1973? 

I would say January 1973. 

Before or after Mr. Kirsch's resignation? 

MR. LERNER: I object, your Honor. I don't 

relevancy of the question. 

THE COURT: I will overrule the objection. 
I will let the witness answer, if he knows. 


THE WITNESS: I really can't remember when 


Mr. Kirsch resigned. 
MR. LERNER: He hasn't asked him if he knows 


when Mr. Kirsch resigned. 


Q Do you know when Mr. Kirsch resigned? 


A I do not. 


Q Tf I were to tell you, sir, that there are 


in the archives of this corporation a resignation indicating 
Mr. Kirsch resigned on or about the 14th day of January, 1973, 
would you say that that refreshed your recollection as to 
when he left the firm? 

A I would say yes. 

Q Isn't it a fact, sir, that you remained in the 
firm beyond the 14th day of January, 1973? 


MR. LERNER: Note my objection, your Honor, 
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as to relevancy. 

THE COURT: I will allow it. 

Q My question, sir, was, isn't it a fact that 
you remained associated with the corporation beyond the 14th 
day of January, 1973? 

A I would say yes. 

Q As a matter of fact, sir, you were still 
associated with the corporation in February, were you not? 

A I can't remember, sir. 

Q Well, now, sir, you spoke with the Securities 
& Exchange Commission in January of 1973, correct? 

A Yes. 

MR. LERNER: That's not in evidence. 
MR. GOIDEL: He said it. He testified to it. 

A I said I think. I'm not really sure. 


Q I believe you said your first communication 


was via the telephone, is that correct? 


A Yes. 

Q When did you physically go up there? 

A I couldn't really put a date on it. The only 
thing I could say was the early part of 1973. 


Q How long after you made that initial telephone 


I would say a month. 
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Q That would put us into February, isn't that 


correct? 


THE COURT: You mean a4 month after you resigned, 


is that what you are saying? | 

THE WITNESS: No. 

MR. GOIDEL: A month after the January call is 
what I think he is saying, your Honor. 

THE COURT: Which is it? 

THE WITNESS: I am not saying a month after I 
resigned. 

THE COURT: No, but something about a call. 
You made a call? 

THE WITNESS: About a month. 

THE COURT: About a monthafter the call? 


When you went up there did you go alone? 


Yes, I did. 


And tell us with whom you spoke. 
I spoke to a Mr. Garmansky. 
What did ,ou say to Mr. Garmansay? 


I introduced myself. He knew me from the phone 


Q Had you made an appointment to go up there at 
the time that you had made that original phone call? 


A No, I hadn't made an appointment. 
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Q Did you make any phone call in between the 
time of the first phone call and the time that you went up 
there? 

A I would say no. I would say he contacted me. 

Q When did the Securities and Exchange Commission 
contact you after that initial phone call made by you? 

A I would say about a month after I called them. 

Q They requesced that you come up? 

A Yes. 


Q What did they say to you -- withdraw that. 


With whom did you speak, if you know, when you were 


contacted by the Securities & Exchange Commission? 


A I would say it was either Mr. Garmansky or one | 


of his secretaries. 

Q When you went up there in furtherance of their 
request, with whom did you speak? 

A To Mr. Garmansky. 

Q What did you say to Mr. Garmansky when you 
went up there? 

A I introduced myself as Mr. Beck. 

Q Yes. What did Mr. Garmansky say to you? 

A He asked me had I ever been in Galaxy Foods. 

Q I take it he already knew that because you had 


made a phone call a month earlier. 


| 
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A He still asked me. 

Q Yes. What else was said? To save us time, 
tell me what you said to him and what he said to you during 
the course of this conversation? 

A He explained to me that they were investigating 


Galaxy Foods, Inc.; he asked me did I have any kind of 


documents. 


Q And was anything said at that time to you about 


| 
| 


the possibility of your being made a party-defendant in 
litigation? 

A Yes, that was the first thing he said. 

Q Tell us how the conversation opened up, giving 
me as close as possible the actual words used by each of you. | 


A As far as I can remember, Mr. Garmansky ex- 


plained to me that during the investigation of Galaxy I night | 
be proven as a, you know -~ 
As a wrongdoer? 
If you wish to use that tern. 
Did he use that term or some term similar in 
nature? 
A Yes, some term similar ix nature. 


Q Fine. What did you say to him when he advised | 
| 


you of this? 


A I explained to him that T, you know, understood 
| 
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Did you say to him, "took," in words or in 
substance, "I'll cooperate with you, but please don't make 
me a defendant"? 

A No, Ididn't tell him that. 

Q Did you use any words similar to that? 

A I don't think they wee in a position to not 
make me a defendant. 

Q They didn't make you a defendant, or are you 
a defendant in some other proceeding commenced by the 
Securities & Exchange Commission? 

A No, I am not 

Q You are not. So somehow it has been avoided, 
has it not, at least to this moment? 

MR. LERNER: Objection, your Honor. He 

doesn't know what the workings of the Securities & 


Exchange Commission are. 


MR. GOIDEL: We are only talking about whether | 


he was made a party-defendant. 

Q Sir, have you been made a party defendant? 

A I have not, not to my knowledge. 

Q Was anything said to you at that meeting about | 
the possibility of your cooperation and in return your not 


being made a party-defendant? 
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A No. They did not tell me that. They told 
me there was a possibility that I might be made a defendant 

Q And notwithstanding that, you assisted them? 

A Yes. 

Q While still in the corporation? 

A Yes. 

Q were you advised to remain in the corporation 
for the purpose of obtaining information so that it could 
then be communicatedby you to them? 

MR. LERNER: By whom -- 
No. 
By the Securities & Exchange Commission -- 

A No, I was never -~ 

Q You were never requested to be, let us 
an undercover agent? 

A No. 

Or a spy? 
Never. 


Or a communicator of information? 


Never. 


But you did remain in the firm and did 
thereafter communicate with the Securities & Exchange 
iission? 


A I communicated with them. 


Beck-cross 
Voluntarily? 
Voluntarily. 
Q You would call them? 
A I wouldn't call them, they would call me if 
they needed additional information on Galaxy. 
Q Now, sir, we have got you somewhere past 


February still in the corporation. 


Can you recall when it is you left the firm? Withdraw | 


Q Sir, did you ever submit a resignation? 


A I never submitted a resignation. 
Q pid you ever tell anybody, “Hey, fellows, I'm 


not with you anymore, I'm not part of your organization any- 


more"? 
A There came a time when Galaxy tried to terminate 
me and after this time I just physically dropped out. 
Q When was that? 
A I can't really remember. 


Q Wasn't that sometime, sir, in the latter part 


of 1973? 
A I would say maybe. I really can't remember. 
Q Wasn't that after the plot program had gone 
into effect? 


A Yes, I would say yes. 
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Q So that you remained in the firm and associated, 
with the firm for a considerable length of time after 
Mr. Kirsch left; true? 

A Maybe. 

Q Sir, how fast was your automobile traveling 
through the tunnel at the time that this leaflet was passed 
from vehicle to vehicle? 

A We slowed down, you know -- 

Q I would say so, I would hope so. But how fast | 
were you traveling? 

A It could have been 30 miles per hour. 

Q Were you driving? 

A No, my brother was driving. 

Q Your brother was driving. So that they tants | 
hand the document to you, they handed it to somebody on the 
left of the vehicle? | 
MR. LERNER: Objection, your Honor. It depends 


where the car -~ 


MR. GOIDEL: Withdrawn. 


Q In which lane were you traveling, the right- 
hand lane or the left-hand lane? 

A It was in the right~hand lane. 

Q You were in the right-hand lane? 


Right. 
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Q So that the other vehicle was in the left-hand 


Right. 


Where were you seated in the vehicle in the 


right-hand lane? 


A I was in the right-hand side. 


Q On the right-hand side. So that whoever 


handed something to someone could not have handed it to you 
sitting in the extreme right-hand side of the car, isn't that 
true? 


Right. 


Then it must have been handed to someone else, 


True. 
To whom? 


My brother. 


The operator of the vehicle? 


Yes. 


A 


Q I think you said that you were sitting in the 


right-hand side of the vehicle and Mr. Kirsch was sitting in 
the other vehicle, driving the other vehicle, true? 


A Right. 


Q So that the two cars were parallel, correct? 


Yes. 
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Q While the two cars were parallel you were able 
to look past your brother through the window, the near window | 
of the other vehicle -- 


MR. LERNER: Objection. The window had to be 


MR.GOIDE].: We haven't gotten to that yet. 
MR. LERNER: How is he going to look through 
his window -- 
MR. GOIDEL: It's glass; you can see tnrough 
glass. I will rephrase it, Mr. Lerner. 
Q But we do have these two cars riding parallel 
to each other, correct? 
A Correct. 
Q Was your brother's window lowered? 
A Yes. 
Q Was the window on che right-hand side of the 
other vehicle lowered? 
A It was. 
Q So now we have -- 
A It was very hot that day. 


Q Very hot. Now we have these two cars riding 


parallel, one with the left-hand window lowered and the other 


with the right-hand window lowered, correct? 


A Yes. 
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Q Was there somebody sitting in the right-hand 


front seat of the car being driven by Mr. Kirsch? 
A Yes. 


Do you know who that was? 


At the time I did not know. 


Did you subsequently learn who that individual 


Yes. 
Who was that individual? 
A It was one cf the Rodriguez brothers. 
Q One of the Rodriguez brothers. How many peopl 
were in Mr. Kirsch's vehicle at that time? 


A Six people. 


Q Six people. Do I take it three in front and 
three in the rear? 
A Yes. 


Q What kind ofcar? 


A A Rambler Ambassador. 
Q What color? 
A Brown or gold. 


Q Brown or gold. You had people in the front seat 


of your vehicle? 


A Just two. 


Q Just you and your brother? 


A 

Q 
ask you this. 
truck? 

A 


Q 


‘ee 
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Right. 
Any peoplein the rear? 
It was a truck. 
What. kind of truck? 
Ordinary van. 
A van? How high? 
High enough to look over into a car. 
High enough to look over into a car. Let me 


Was the Rambler lower or higher than your 


Lower. 


The Rambler was lower. How much lower would 


you say the roof of the Rambler was from the roof of your 


van? 


A 


Q 


the Rambler? 


A 


Q 


A 


Q 


I have no idea. 


Well now, were you seated above the roof of 


Above the roof? 
Sure. 
No. 


Was any part of your body higher than the roof 


of the Rambler? 


A 


Q 


Yes. 


What part of your body was above the roof of 


we were in. 


Q 


the truck. 


A 


Q 


A 


Q 
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I would say the actual part of the truck that 


I say what part of you, sir, not what part of 


What part of me? 


Yes. 


I would say all of me. 


Thank you. Now, sitting in that position, you! 


turned to your left and you looked across your brother, 


through the window, the open window of your car, through the 


open window of the other vehicle, past the two people sitting 


to the right of the driver and observed Mr. Kirsch? 


A 


Q 


Yes Ld 


You say, Mr. Beck, Mr. Kirsch attended oppor- 


tunity meetings; yes? 


A 


Q 


A 


Q 


Yes, he attended opportunity meetings. 

Did he speak at them or did he sit at them? 
He spoke at them. 

How often did he speak at them? 

I would say at least once a month. 


Sir, if I were to tell you that the testimony 


of at least two persons testifying here s0 far have stated 


that Mr. Kirsch spoke at but the first of all opportunity 


5 Beck~-cross 
meetings and that he never spoke at another meeting of that 
type thereafter, would you say that those other witnesses 
are in error? 

A I would say they were lying or they came into 
Galaxy at a different time period. 

Q Supposing I were to tell you that these two 


witnesses, sir, predated your entrance into the firm. 


A I would say that they were definitely lying. 
Q I see. Well now, at these opportunity meetings, 
you say that Mr. Kirsch attended at least one a month, true? 
A Yes. 
Q What. did he discuss? 
What did he discuss? 


Yes. 


Usually he did the second part of the presenta- 


Q Which was what? 


A The part which gets into the weekly breakdown 


person ordering food. 


Q Of retailing. Are you confusing opportunity 
meetings with training sessions? 
A No. 


Q Did Mr. Kirschalso speak at training sessions? 


From the floor, but, you know, from the seat, 
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you know. It was like a jam session, but never, he never 
got in front -- he never stood in front of the group to 
teach. 

Q He did not stand in front of the group to 
teach retailing at the training sessions, but he discussed 
retailing at the opportunity moetings? 

A When I say training sessions, I'm talking about 
in the early stage of Galaxy. I‘m not saying when he 
actually became an executive in the company, it was his 
responsibility to give out information in a certain field. 


Q Do you know when he became an executive in the 


I can't remember, but it was very early in -- 


Was it after you joined? 

Yes, after. 

Would it be in the year of 1972 or ‘71 or '73? 
A I would say the early part of 1972. 


Q Well, now, sir, did you ever speak at oppor- 


tunity meetings? 

A Yes, I did. 

Q Tell us what you said at the opportunity 
meetings. 


A I did the first. and the second part, not 


| 
| 
i 


| 
| 


together, but on different occasions. 
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Q What is the first or second part? 


A The first part is the instruction part. The 
second part is the weekiy breakdown based on retail. 
Q That would be the same thing that you say that 


Mr. Kirsch discussed at those meetings? 


And tell me, sir, did you say anything false 
wnen you made your pre.—..* .tion at the opportunity meetings? 
A I said exactly what is in the business manual. 
.@) I am not asking you what is in there, I am 
asking you whether, when you gave your speech, you knew 
anything in there to be false. 
A No, I didn't think it was false. 
MR. GOIDEL: Your Honor, can we have a five 
minute recess? 
THE COURT: Yes. 


(Recess.) 


Continued next rage.) 
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j 
MR. GOIDEL: Thank you, your Honor. I straight+ 


ened that out, and we are on November lst, and I know | 
that's pretty safe. 
HOWARD BECK, having been previously duly Sworn, 
resumed the stand and testified further as follows: 
CROSS-EXAMINATION 
BY MR. GOIDEL: (continued) 
Q Sir, you mentioned something about being in 
business with your brother. 
A Yes. 
Q What business was that? 
A When I got out of the Army, my brother had a 
home and office cleaning business in Great Neck, Long Island. 


Q And at the time that you first learned of the 


existence of Galaxy Foods, you were in business with your 


brother? 


A Yes. 

Q And I believe you testified on direct examinati 
that you had acquired a private loan to assist you in going 
into business with your brother? 

A Yes. He wanted to expand. 

Q He wanted to expand. 

When did you obtain this private loan? 


I would say -- Yes, I would say a month prior to 
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actually giving it to Mr. Kirsch. 
Q I see. 

So that when you made this private loan, you 
said to someone, "I would like to borrow money to go into 
business with my brother because my brother wishes to expand" 4 

A Yes. In fact, the -- the person -* the organiza- 
tion that 1 borrowed the money from knew exactly what I was gQ~ 


| 
ing to do with it. 


Q Ana then, notwithstanding -- Well, withdraw that. 
Did you ever put the $1000 into your brother's | 
business? 
A Ho, I never did. 
Q You deposited it, I take it, until such time as | 
Right. 
-- used it? 
(Witness nodding head affirmatively.} 
Is that correct? 


A Yes. 


Q So that, having borrowed the money, you put it 
into a bank deposit, or into a checking account, and sat there 


for approximately 4 month? 


9) And then, having received this brochure, which 


| 
| 
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enlightened you on Galaxy Foods, and having spoken with Mr. 


Kirsch, instead of using the money as you said you were going | 


to use it, you gave it to Mr. Kirsch? | 


A Yes. 


QO Now, sir, this money, was i borrowed from a 
lendina institution? 
A Yes, it was. 
Q From a bank? 
10. 
What kind of lending -- 
From a finance cotpany. 


Finance. 


| 
Now, I think you said that after you came out of) 


the bank, that is, the bank to which you had gone with Mr. 
Kirsch, that Mr. Kirsch crossed out some word or words on the 
application (handing); is that correct? 

A Yes. He crossed out the -- 

Q And he changed it; is that correct? 


A Yes. 


fe) And I take it by words having been crossed out, 


you mean the phrase, "$3,000," and there is now"$1,900," sub- 
stituted for that, and there is also “PLM.” which was cubsti- 
tuted for the word “distributor 


A Yes. 


} 
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Is that correct? 
That's correct. 
Okay. That is what was changed? 
A Yes. 
Q When was it changed? ‘here were you dhententee® 
at the time that this change was made? 
A We were in his car. 
@) And was the car in motion, or was the car jeune 
ing still? Co 


A The car was standing still. 


Q Now, I think you also said that at no time whil@ 


you were in the bank did you ever complete an application for 


for any loan? 

A That's true. 

Q Now, when you were speaking with the gentleman 
at the bank -- By the way, do you recall his name? 

A Noy: DT don" t:. 

Q Do you know what branch? 

A No. 

QO Well, at any rate, when you were speaking with 
this man from the bank, what did you tell him you wanted the 
loan for? 

™ told him I wanted the loan to buy furniture. 


Now, at the time that you made that statement td 
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the gentleman at the bank, sir, did you believe that statemen 
to be false or true? 

I knew the statement was false. 

And notwithstanding that, you did make it? 

1 has 

Now, vou say that you subsecuently invested 

more in Galaxy foods? 
Yes. 


When was that additional investment made? 


I would say January or February. 
Of what year? 

1972. 

Now, sir, it was exactly February the 4th, 19724 
Does that refresh your recollection? 


A It does. 


e) That was the same day nn which you received the 


check from Galaxy Foods for $1259, true? 


A I would say it is correct. 
Q So that vou hanied them one check, and received 
another? 
That’s correct. 
Where did you given them the $2,000 check? 


At the home office. 


Was that at an Opportunity meeting? 
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No. 
Was it at any form of meeting? 
No. 
When did you receive the $1250 check? 

A I would say at a step-up meeting. 

Q Well, sir, it seems, according to the records 
of the corporation, at any rate, and I think you have already | 
acknowledged that both deeds were performed at the same pie 
that is, that you invested an additional $2,000, and you re- 
ceived a check simultaneously for $1250; is that incorrect? 

A Just because the day is on the 10th doesn't mean 
that you actually received it on that day. 

Q Well, sir, I asked you whether it was done simull- 
taneously, and I thought you said, "Yes," but do you wish to 


change that answer? 


A I wish to change it, that I did not receive the | 


check on that date. 
Q Okay. Fine. Do you recall on what day you did | 
physically receive the check? 
A I would say the immediate Sunday following that. 
Q And who gave it to you? 
A I would say a gueet gave it to me. 
Q By “guest,” do we mean someone associated with 


Foods, but who was speaking there at the meeting as a | 


~] 


guest, or do you mean a comvlete stranger? 


A, 


I mean 


come up to the front 


Q 


A 


Q 


Do you 
I have 


Do you 


with Galaxy Foods? 


A 


Q 


A 


Q 


supermarket? 


He was 


How ma 


same time to other people, anyone? 


Sure. 
And al 
Yes. 


By the 


With a 
Yes. 


Were 


No. 


No. 


No. 


With the supermarket? 


you ever a principal of any supermarket? 


Did you ever own stock in a supermarket? 


Were you ever a partner in a supermarket? 
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a complete stranger that was asked to 
of the room to pass out the check. 
know who that complete stranger was? 


no idea who it was. 


know whether he was in any way associate 


not associated with Galaxy Foods. 


ny Other checks were given out at that 


1 by 


this guest? 


way, were you ever associated with the 


supermarket, any supermarket? 


I have worked in supermarkets before. 
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Q Well, what supermarket or supermarkets were you | 
associated with? 

A I used tc work an Associated Supermarket. 

Q When? 

A I would say -- I would say 1964, 1965. 

Q All right. Now, sir, how about subsequent to 
your entry into the organization known as Galaxy Foods? Were | 
you associated with any supermarket from that point up to the | 
present? 

A Never. 

Q Never? 

A Never. 


Q How about your brother? 


Never. 


Any member of your family? 

MR. LERNER: Relevancy, your Honor. 

Never. 

MR. LERNER: Wait until the Court rules on the 


objection. 


MR. GOIDEL: I am sorry. 
MR. LERNER: What difference does it make? 


THF COURT: I'll overrule your objection on the 


ground of relevancy, but I think the witness has answered 


negatively as to all questions, as I recall. 
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(0) Well, now, sir, tell us a littl» something about! 
this quarrel concerning which the Executives of Galaxy Foods 


sought to eliminate your status with that corporation. 


MR. LERNER: Objection. I don't think there is | 
any testimony that there was 4 quarrel, quotes. | 
Q Was there a quarrel? 
A They tried to terminate me. 
Did they tell you why they decided to terminate | 
you? | 
A They said they desired to terminate me tf ecause 


t was influencing people to think negatively. 


Q But did they tell you what they meant by “influ 


encing others to think negatively"? | 

A Those were the exact words that they used, and 
they gave instances. They said people had come to them sayin 
that I had suggested that the Field Managers and Distributors | 
take over the company. 

Q Yes. And had you done that? 

A To certain individuals I had. 

Q Yes. And I take it that your activities with 


regard to the Association came to their attention; is that 


correct? 
| 
1 


A What do you mean by me -- 


Q By your association with the Distributors Assoc ij- 
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ation had come to the attention of the principals of Galaxy 
Foods; is that correct? 

| 
A I don't understand what you are saying. | 


Q Well, did your activities in connection with the 


Distributors' Association come to the attention of the princi-+ 


pals of Galaxy Foods? Just yes or no. 


A I would say yes, but at that time I was not only 


| 


in a position, not holding any position in the Association. | 


Q Well, were you a member? 

A. Yes, I was a member. 

Q And there was another organization formed at 
point called the Council? Do you recall that? 


A Yes. 


Q Were you a member of the Coumndag 

A Yes, I was. 

Q And did you activities as a member of the coune4 
to the attention of the principals of Galaxy Foods? | 

A Yes. They knew who was on the Council. 

Q Pardon? 


A They knew who the Council consisted of. 


in the Council? 


| 
| 
| 
| 
| 
{ 
| 
Q And did they discuss with you your abbas 
| 
| 
| 


A No. 


Q These negative remarks that you supposedly were | 
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making to others, were they made by you as a member of the 
Council, or as a member of the Distributors’ Association, or 
in some other capacity? 

A ae Just as a Distributor in Galaxy. 

Q And did they specifically tell you what the re- | 
marks were that you made that were vonsidered to be of a hasees 
tive nature? 

A The remarks that I have already stated. 

Q Weil, now, sir, as late as November, 1973, -- 


I'm sorry -- November of 1972, you had received a commission 


check for the sale of franchises; is that correct? 
Yes. 


Did your activities cease at that point? 


At November, '72? No. 

Did you still try to sell franchises? 
Not actively. 

In any way, inactively? 


A Yes. { 


| 
9) When is the last time that you can recall sen 


ing to any individual for the purpose of inducing that indivi+ 
dual to purchase a franchise? 
A I can't remember. I would have to say the ae 


{ 


part of "72, of early part of ‘73. 


j 
| 


Q Before or after you consulted with the representa- 
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tives of the Securities and Exchange Commission? 
A At the time that I had -- that I contacted the 
Security Exchange Commission I wasn't talking to anyone about 


Galaxy. 


| 
| 
{ 
j 


Q By the way, sir, did any of the people whom you | 
sponsored into the Galaxy Food Corporation borrow money for | 
the purpose of making their investment? 

A Yes, some of them did. 

Q How many of them did? 


A I would say as far as I know, one person did. 


Q And how did you learn the fact that he was bor- 


rowing money? 


| 

| 

| 

A I didn't know. This particular person came inta 
the organization through Field Manager. 


Q You say to your organization? 


A Yes. 


| 
| 
| 
| 
| 


Q What was your organization? 


A Being that I am a Distributor, and I have Field 
Managers under me, we used the term organization. 
Q I see. 


Did you have an office? 


No, I didn’t. 


You operated out of your home? 


Yes. 
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Q And did these Field Managers report to you from 
time to time? 

A No, they didn't, only by phone. 

Q By phone? 
Yes. 
But they did report to you? 
Yes. 


And did you give them instructions? 


No, they received the same instructions I re- 


Well, what was this communication had between 
you and them? 

A The communication would be, let's suppose I had 
a Field Manager. They didn't have the same amount of exper- 
jence that I did. If he had a problem or something, he wouid 
ask me for suggestions. 

Q Can you give us 4 specific example of a sugges~ 


tion which you made to someone who called you for the purpose 


of obtaining assistance? 


A One of my Field Managers, a problem developed. | 


It was a female. Her husband became very sick and she needed 
money for hospitalization, so she came to me and said, was it 
possible for her to get her money back from Galaxy. So I 


suggested that, you know, she go directly to the Corporation 
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and ask them. 

Q Well, now, how about -- Did any of these people | 
contact you with a view towards getting assistance in helping 
to make a sale of a franchise? 

A Yes. 


19) Can you name any specific individuals who con- 


tacted you to obtain information of that sort? 


| 


A I would say one of my Field Managers, R. S. Dodd. 


THE COURT: D-o-d-d? 
THE WITNESS: Right. 
Q And would you tell us what Mr. Dodd asked you, 
and what your advice to him was? 


MR. LERNER: Objection, your Honor; hearsay. 


Q Well, tell us what you told Mr. Dodd. 
A Prior to Mr. Dodd coming to me to ask me this 


information, I instructed all my Field Managers at this time, 


at this particular time, that I didn't think Galaxy would wor 
and they should try to get their money back as best they coul 
So he asked me what should he do. I told him just buy it bac 
options. As far as I was concerned they er only way you 
could get your money back was to try to sell it, and he was 
going into business for himself at the time, so this is what 
he did. 


Q He sold his franchise on your advice to still a 
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third person? 


A Yes. 


2) And you gave this advice at a time when yo. be- | 


| 

| 

| 

| 

lieved that Galaxy Foc. could not live up to the promises whid 


it had made? 


A Right. 


QO Tell me, sir, did you try to sell yours as 
No, I didn't. 
You held on to yours? 


Yes. 


Matter of fact, you still have them? 


A For what it is worth, yes. 


Q For whatever it is worth, you still have 
isn't that true? 
A 


9) Now, tell us the name of this individual 


you know borrowed money. 
A That no borrowed money? 
Q That you know borrowed money. 


A Fern Lutkins. 


Mr. Lutkins? 


It is a she, Fern Lutkins. 


Fern Lutkins. 


THE COURT: L-u-t-k-i-n-s? 
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WITNESS : Yes. 


where Fern borrowed that money? 


conversations with Fern at 


immediately prior to 


time? 


horrowed 


7ield Manager explained to me that she did. 


Field Manaqer explain to you? 


Same objection, vour Honor: calls 


This is 


ry 
w 
ee 


*, your WOnor. 


MR. LERNER: What does that have to do with ie 
THE COURT: I will sustain the objection. 
MR. GOIDEL: All right, sir. 
QO When you learned that Fern borrowec the money, 
was borrowing -- Withdraw that. 
| 
| 


id you learn that Fern was borrowing the money, 


or was going to horrow *he money? 


A I learned that she was qoing to borrow the money 


And did you tell your Field Manager to stop her? 
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No. 
Q Did you try to stop her? | 
A I didn't try to stop her. If I would have triad 
to stop one of my Field Managers, I would be interfering «ith! 


his business operations. 


Q Now, let me ask you this. In the hierarchy, 


that is, the atructure of this corporation, were you not award 
of the fact that you were the immediate eupervisor of this 


Field Manager? 


A Yes, in one sense. 


Q Now, let me ask you this: Any sale made by one 
of your Field Managers inured to your benefits; isn't that 


correct? In other words, you would get a commission, in addi- 


particular sale? 


| 
tion to the commission they would get in connection with that | 
| 
| 


A Yes, that's true. | 
Q Now, when Fern borrowed the money, and borrowed, 


i 
| 
| 
| 
} 
or rather, borrowed the money and purchased that franchise, 
t 


you did get a commission? 


A 


Q Did you at any time go to Fern and say, “Hey, 


Fern, here's your money back"? 
A No, I didn't. 


Q When was that that you learned that Fern was 
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going to borrow? 
remember the dates. 
in February, or as 1: s November? 


can't remember the | 


any of the Step-Up 


w, like I said before, it 


asked suggestions from the flopr, 


} 


Or something 


9 Well, sir, I think cunce before] 


you used that expression, or expression in connection 


| 


with the Training Meeting, where you would sit around, and you) 


would, you know, speak off-the-cuff. Now, 


id you speak at 


those meetings? 
A Yes, I spoke off-the-cuff. 
In an impromptu fashion? 
Yes. 
@) And Mr. Kirsch 5s, in an impromptu fash'on at 
those meetings? 
A Yes. Anyone could offer cugyestions. 


3 


How, $1r, let me asr y question: Andplease 
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think carefully. Did Mr. Kirsch ever tell you anything about | 


} 


Galaxy Foods which you learned later was false? 

A I would say yes. 

0 Tell me what. 

A When 1 first - first met Mr. Kirsch, I 
vaB under the impression that * mas an Executive, id that 
he did have experience, some hind of experience, in the food 
business himself, but I later learned that he didn't lave any | 
experience in -he food business 

Q Anything else that he said to you about this 
business that you later learned was false* 

A I would say that's all. 

(@) Now, sir, you said that in the beginning you 
could visit the warehouse after it had been acquired? 

A Yes. 

QO And that subsequently, that 1s, after the food 
was being purchased, you would have to make an appointment? 

Yes. 

Q Did anyone, sir, ever tell you that the reason 

for making the appointment after that was for security reasong 


so that there was no pilferage of food and merchandise that 


| 


| 


A That's understandable, but as an investor in the 


was stored in the warehouse? 


company, I think we should have the right any time to take a 


| 
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tour of the warehouse. 


@; f understand what you felt, that you had a right 


| 
: | 
tG, OF would like to have had, but wasn't it explained to you! 
| 

that the reason for it was <-- 
| 


A | 
9) : ‘8 to prevent pilferage and individuals pase- 


ing up and down through the stacks? 


| 

| 

‘ P | 

tT understand it, but it was never explained to | 


Q All right. Fine. Now, let me ask you this — 
tion: Were you ever denied entry to the warehouse? 


A Once I went to the warehouse, and thia was during 


} 
| 
i 


& Step-Up Meeting, and I had spoken to -- 

Q By whom? 

A By Mr. Katz. 

Q Okay. What did Mr. Katz Say to you? 

A He went into the same negative attitude thing, 
that he asked me to appear down at the home office a couple of 
days later, and said the Executive Board wanted to talk to me. | 

Q Had you gone there with the purpose of visiting 
the warehouse and inspecting it? 

A At this time certain parts of the warehouse was 
off limits, and I wanted to see exactly what was happening in 


| the warehouse. This is why I went. 
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What parts of the warehouse were off limits? 
The parts where the food was at. 
Any other parts off limits? 
A No, except the Executive Offices. 
Q Now, prior to that time, had you gone co the 
warehouse to see what was taking place there? 
A T had. 
Q Had you ever seen Mr. Kirsch working? 
A I have. 
Q Would you tell us what you observed and what veh 


{ 


| 
observed Mr. Kirsch doing on the various visits that you made | 


} 


to the warehouse? 


1 
} 
| 
| 
| 
| 


A I would say the only thing I have ever seen him | 
doing was paper work. | 

Q What type of paper work, do you know? 

A I don't know. 

Q Did you ever see whether he was working in Spies | 
nection with a catalocue or orders for food, or anything spec 
fically? 

A It was his desk, his office, and I don't know 
what he was doing. 

Q All right. I will ask you another question: 


On these ocrasione -- By the way, how many such occasions wer 


there that you went to the warehouse? 
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a af . : : | 
i would say -~- I would say about five occasions, 


And was Mr. Kirsch there on each of these five 
occasions? 

No, he was not there on every occasion, 

All right. On how many of the five occasions 
was he 

three of the occasions he was there 
on the three occasions that you observed 

Mr. Kirsch there, was he working? 


He was working. 


And dia you have any discussions with him as to 


“ 


what he was coing? 


A No. Mr. Kirsch and I, our relationship became 


very -- became very bad at this time. 


Q what time was this, sir? 


A I would say immediately after I elevated to be-| 


come a Distributor. 
Q That would be February of 1972? 
Right. 
Q liad you and Mr. Kirsch had a disagreement or a 


quarrel? 


A Not something verbal, but it was just something | 


that to me was a principle. 


Q What was it? 
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Well, withdraw that. 
Did Mr. Kirsch ever yell at you? 
No, he never yelled at me. 
Did he ever ignore you? 


YI will tell you exactly what happenea. 
y tk 


Q Please do. 

A I had a guest at a meeting one night, 
wasn't even present, and my quest, you know, he was 
the company more. I knew he had the money. 1! knew 
to come in, but at this time I was having the money to 
and Mr. Kirsch didn't know this. So Mr. Kirsch called 
home from the Opportunity Meeting to ask me what was hap 
why is this guy, you know, down here, you know, in other 

Q He was down there without you? 

A Yes. Why is he down there, ane Kirsch must | 
have approached this -- my guest, and asked me 

Q No, no, don’t tell me what he must have 


Just tell m@& what he said to you. 


A The fact that he did approach 
Q Just tell me what he said to you, what you 
A He said, "Your guest is down here with the money 


why aren't you here?” And I told him I couldn't make it 


that night, but I wouid be there, and he is my guest, youk now} 
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care of him. 
When was this conversation? 


I would say this was, I would say, February of 


(Discussion cff the record.) 


Bll ridgirt. In that case, then. we 


19:00 A.M. tomorrow, 


| 
i 
i 
{ 
i 


0 P.M. the case was adjourned, 
| 
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SECURITIES EXCHANGE COMMISSION, 3 


Plaintiff, 
-against- 73-C-1742 
GALAXY FOODS, et al., 


Defendants. $ 


United States Courthouse 
Brooklyn, New York 


October 8, 1974 
10:00 o'clock A.M. 


Before: 


HONORABLE EDWARD R. NEAHER, U.S.D.J. 


GENE RUDOLPE 
OPFICIAL COURT REPORTER 


Appearances: 


ALLAN LERNER, ESQ. 
HARRY GARMANSKY, ESO. 
REGINA MYSLIWIEC, ESO. 
JULIA WILLIAMS, FESO. 


ALVIN GOIDEL, ESQ. 
Attorney for Defendants Arthur Sheback and 
Irwin Kirschenhlatt 


GEORGE PADILLA 
Pro Se 


MR. LERNER: Good morning, your Honor. 
THE COURT: Good morning. 
THE CLERK: All parties are present. Ail riqht. 

Case on trial, Securities Exchange Commission versus 

Galaxy Foods, Incorporated, et al. All parties are 

present. 

HOWARD RAY EC K , having been previously 
duly sworn by the Clerk of the Court, resumed the 
witness stand and testified further as follows: 

CROSS-EXAMINATION 

BY MR. GOIDEL: (Cont.) 

Q Sir, yesterday on direct examination you ens 
asked the following questions. It appears at page 927 of 
weve testimony. 

"Question: Were -- was there 4ny pplauding 
or cheering when the checks were being handed cut? 

“Answer: Yes, there was. 

“Question: From where did it emanate? 

"Answer: From the back of the room. 

“Question: From who? 

"Answer: From the executives of the company. 

"Question: Did distributors and field managers 
also cheer and applaud? 

“Answer: Yes. We were taught at the sessions 


to cheer and clap.” 


| 
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Do you recall giving that testimony in answer 
to those questions? 

A Yes. 

Sir, who taught you how to clap? 

A No one taught me how to clap. We were in- 
atructed to clap. 

Q who instructed you to clap? 

A The instructors at the training sessions, 
which would be Bruce Katz, Arthur Lieberman, Kenneth Rosen- 
thal, Charlie Horowitz. 

{HE COURT: Who was the last? 
{RE WITNESS: Charlie dorowitz. 
THE COURT: Horowitz. 

Q Sir, would you describe this session of 

cheering and clapping for us? Try to picture it in words. 


Did people stand on chairs? Did they run up 


and down aisles? Did they hold up signs that said “Applaud" 


Describe it for us. 
MR. LERNER: Excuse me, Mr. Goidel. Are you 
referring to the training sessions or -- 
MR. GOIDEL: No. I am talking about those 
sessions at which they were educated to clap. 
MR. LERNER: The training sessions. 


Ie that where this clapping took place or was 


Beck-cross/Goidel 
it at opportuiity meetings, sir? 
MP. LERNER: Your Honor, objection. 
question is confusing. 
THE COURT: “Maybe it is. 
MR. GOIDEL: I'll rephrase it, your Honor. 
MR. LERNER: He was taught at training sessions. 
THE COURT: [ understand. | 
MR. LERNER: Jle did it at opportunity and aie 
step-up meetings. 
BY MR. GOIDEL: 

Q I am speaking now at the meetings at which you 
actually did do the clapping and the cheering or the epplaud- 
ing or whatever did go on. Would you describe the atmosphere 
to me as relates to cheering and applauding? 

pid people run up and down aisles, stand on | 
chairs, jump u p and down, respond to signs? Tell me what ely 


did. 


THE COURT: Oh, no, it is not. Please put the 


| 
| 
When -- I don't think thie is working. | 


microphone on. Thank you. 

A (Continuing.) ‘hen $60,000 was written on the . 
blackboard, the executives of the company and the field 
managers and distrilutors clapped and cheered. Not only did 


do it at this particular time, if anything exciting happened 


Beck-cross/Goidel 
throughout the presentation, we did it. Like -- 
Q Please sit back so the sound can be picked up. 
A Let's say a guest really got enthused into what 
was bappening and said something like “Stop it, I can't take 


no more,” vou know, we heard people say “Eat your heart out, 


| 
| 
| 
| 
| 


now would you like to make that amount of money.” 
Eventually,as Galaxy really got big, at the 
opportunity meetings people would be turning in checks, 
walking up and down the aisles, turning in checks. 
It got so confused that many guests started 
complaining about it. 
‘@) When did this confusion set in? Can you fix i 
in terms ol tine ? 
A I would say, mid-1972. 
Q All right. Now again I will ask you specific 
questions. 
Did people run up and down the aisles? 
A No. Only to turn in checks. 
Q In other words, they would walk up, turn in the 
check, turn around, walk back? 
A Yes. 
Q Did people stand on <iairs and jump up and down 
on the chairs? 


A- No. 
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Q DId people sit there stamping their feet on the 
ground? 

A No. Just clapping, cheering and sometimes 
holler certain phrases. 

Q Now, these meetings were conducted where? weeks 
say in -- from mid-1972 forward? Where were they conducted? 

A At various hotels and motels throughout New York 
City. 

I take it that they rented a room of sort? 

A Yes. 

Q It was not a small room? It probably was one of 
the ballrooms or one of the convention rooms or meeting rooms; 
is that correct? It was not a bedroom? 

A I wouldn't say it was a ballroom. Usually it 
was a small meeting room or convention room, like you said. 

Q All right. Now, I think you said that the 
clapping originated in the back of the room? 


A Yes. 


Q Well, where were you seated usually during these 


meetings? 
A If I had a guest, I would be sitting beside my 
guest. If not, I would be sitting in the rear of the room. 
Q IT see. . 


Did you originate the clapping from the rear of 


Beck-cross/Goidel 
the room when you sat in the rear of the room? 


A No. 


Q Others did? 


A Yes. 

Q LEt me ask you this. Did the clapping ever 
begin in the front and work its way backward? 

A No. 

9 How about when the magic number 60 was put on 
the blackboard, didn't all those who had been educated to 
start to clap begin to clap spontaneously or did they wait 
for the noise to originate in the hack of the room? 

A I would say they did both. 

Q They did both? 

A They knew they were supposed to clap. The guys 
in the back knew they were supposed to clap also. 

Q Let me ask you this, sir. When you were seated 
in the back of the room and you saw that magic number 60 or 
60,960 put up, did you wait for a cue or was that your cue? 

A That was your cue. 


(Continued on next page.) 
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CROSS- EXAMINATION 
BY MR. GOIDSL: (Cont.) 
Ana vou staurte? te clar then? 
Yes. 
Q How; dn Al? 7 le can you Alive us 9 mueaishimat 


or a fair estimate of how mary seople, {rrespective of whether 


pf TTS 


you consummated a cole or not, ef yow many ieople you brourht 
to these Onportunity Meetines” 

A T would say, at least once 3 week. One 
nerson a week. 
- 9 “os that, havine berun with the comnany conewnene 
tn Sentember of 1971 and not having terminated your 


relationshin with it until. 1 thinic you said arcund November 


of 1972, or ever later -- 


"RUPE UNER: Obteetion. 


Ye did not sav that. 

fli right. 

nen did you terminate your celationship with 
she zomnany? 
A T woulda say, October or November of '7?. 

q Havine commenced with the company in September 

'7], having concluded your relationsniv sorewhers in the 
latter part of '79, would 1 be fair to sav that et lease 


way hed brourht 2 tHest tv one of those 


Sean wee eee 
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Opportunity Meetings? 
A I would say yes. 
8) And of those 50 or 60 people then, assuming 


that you brought just one at a time, you consumated six 


sales, is that correct? 
A TY don't think you understand. 
It may show that I received six checks but it 


doesn't mean that I personally prought in six people. 


Q Well, six people who were either sponsored 


by you or by field managers working beneath you? 
A If you say trat, I would say yes. 
Okay. Fine. 
Now, were there occasions when you brought 
more than one person? 
A There were occasions. 
Q If a man had a wife and you brought him to 
a meeting, did you endeavor to enlist the services of his 
wife as well to come with him and possibly talk him into 
making the purchase? 
A It was up to him. 
Q Okay. 
Were there occasions when you brought more 
than two people? 


A There were occasions when -- more than two 
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guests met me there. 

Q What would be the maximum number of pecple 
whom you can specifinally recall having brought to a meeting 


at any one moment? 


t 
A I would say two. | 


Q Two. 

Now, you also testified, sir, to the effect 
that it was your understanding that the only way that the 
executives could earn money would be through the sale of the 
franchises, the ‘wholesaling is the word you used. 

Do you recall it? 

A Yes. 

Q Did there come a time that you first became 
apprised of the fact that the corporation was indeed 
trying to establish a marketing or retail end of the business? 

A Yes. There was a time. 

Q When did you first learn of that? 

A As far as I am concerned, the first time I 
actually heard this was -- I would say, I would say early 
spring, 1972. 

Q By early spring, March, April? 

A I would say May. 

May. 


But now you did testify originally that when 
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this business was introduced to you, tnat it was introduced 
to you as a home food delivery service? 

A Right. 

Q Isn't that correct? 

A Yes. 

) So that back in September of 1971, you knew 
the purpose or the ultimate purpose of this business; isn't 
that correct? 

A Yes. 

q Now, are you telling us, sir, so that we can b 
gure of wheat you are saying, -- are you saying that between 
that period, September of 1971 and April or May of 1972, 

there were no discussions of any nature, type or description 


coneerning the so-called retail end of the business? 


A I would say the early part of 1972, in these 


training sessions, we were actually taught certain areas of 
the retail operation. 

Q And who taught you those certain areas of the 
retail operation? 

A The different vice presidents of the company, 
including Don Kirsch. 

Q Fine. 

Now, when is the first time that you actually 


learned that the corporation was purchasing materials in 
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connection with its prospective retail operation? 

A I would say, the same time period, early 
spring, 1972, because at this time they actually did a 
limited pilot program. 

They stopped it. | 
Now, did -~- withdraw that. | 
Did Galaxy Foods ever invite the distributors | 
to meetings other than to training sessions? | 
A Yes. 
Q And did they do that in early 1972? 
A Yes, they did. 


Q And how frequently would the distributors meet 
for a purpose other than to participate in a training i 


A I would say, in early part of '72 it was once 


twice a month. 
Q Okay. 
Now, what was discussed at these meetings? 
In other words, they weren't Opportunity 
Meetings and they weren't training sessions and they 
weren't Step-up Sessions. They were just meetings of 


distributors and what was discussed at them? 


month, but you know, later part of '72, atart having them 


A They weren't meetings of distributors. “hey 


were like information meetings, called business meetings by 


Reck - cross/Toidel 
the executives. 

Q At those information meetings, were vou apprise 
of the efforts beins made by Galaxy Foods in connection with 
the retaillins of food? 

Yas T what? 
"2, GOIDEL: Read back the question, please. 
(Record read.) 


THE | 


MR. GOIDEL: No further questions of this 


witness at this time, your Honor. 
THE COURT: Mr. Padilla? 
MR. PADILLA: Yes, your Honor, I have a couple 
of questions. 
CROSS-EXAMINATIO,, 
BY MR. PADILLA: 
Q - “yp. Beck, you attended a business management 
school in Galaxy, did you? 
A Yes. 
Q Yho was -- your instructor, the 
instructor of the class at that tine? 
A At thats time I would have to’ 347 -- tnev ha: 
various instructors. 
But did taev have someone wie was tn char.re 


of the class? in other words, toe inotructor, tie principal 
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instructor? 
A Principal instructor? Let's ure. 1 
it was Bruce Katz. 
Q Bruce Katz. 
What was your number in Galaxy Foods, your 
distributor's number? 
A I've heard several versions. <2 or ed ae 
assumed that it's 24. 
THE COURT: When you say -- you mean 4 number 
assigned to him? 
MR. PADILLA: In other words, well - 
THE COURT: Is that what you mean? Not the 
number who attended? 
MR. PADILLA: No. His number. In other words 
as you came in,the next number. 


THE COURT: I understand. I was simply confuse 


MR. PADILLA: His distributor number, what 


number was he coming into Oalaxy. 


THE COURT: All right. 


That was the order in which they came in? 
MR. PADILLA: That 1s correct. 


(continued next page.) 
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CROSS-EXAMINATION 
BY MR. PADILLA: 

Q During business presentations, business 
meetings, you testified there were different speakers. There 
was one guest speaker, am I correct? 

A Right. 


Q Who were the speakers that normally did this 


guest speakers job or who would -- who usually did the guest 


spot at the presentation? 

A I would say, Bruce Katz did. arty Lee did it 
sometimes. Steven Roth did it. And depending on where you 
were located, one of thegraduateg frem the advanced training 
session could actually do the guest spot. 

Q Okay. Did you ever hear during the question 
period a question come from the floor and this form or simi- 
lax form to this? "I don't have money and I want to join 
Galaxy Foods. How do I go about getting the money”? 

A Yes, I have heard the question. 

Q What was the answer generally given by one of 
the guest speakers to that question? 

A The general answer is, "There are ways, speak 
to us later.” 

Gq Was there any-- ever anv of this quest's, 


prospective distributors, who inquired further into that 
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question and said, “Yes, but you know, how do I get it, ! 
want to know"? Would the discussion continue? 

A Yes. The discussion would continue. 

Q How would guest speexers follow that up? 

A They would approach the guest after the 
meeting and talk to them. 

Q Was there ever any time when you actually 
heard a guest speaker answer that question, say you know 
what you should do about getting money from the floor in 
front of everybody? 

A I think on one occasion I have heard some of 


the guest speakers say that there are different ways of 


getting the money, such as borrowing against your property, 


your house, against your insurance policies, what not. 

Q pid you ever again hear anyone say, ask to 
get a loan? You -~ aid you ever hear a guest speaker answer 
by saying, “You would get a loan?" 

A Yes. 

Q And again, did you hear ~~ did you ever hear 
any guest speaker say, "r¢ -- if you get a loan,” ~~ strike 
that for a minute. Did you ever hear the prospective 
distributor ask if he gets & lcan, whether he should put 
down that he wanted the money for Galaxy Foods? Or not? 


pid you ever hear that? 


| 
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A I have hea Ud it but not from a guest speaker 


saying this in front ~~ 


| 
| 
Q Not a guest speaker. A prospective distributor 


asking the guest speaker if he gets a loan, in other words, 
in the form like this, "“!f I get a loan, should I put down 
that Y want this money for Galaxy Foods"? 

A Yes. But not while the guest speaker was at 
the front of the room. 

Q You never heard it? 

A No. You know, I have been near a guest 
speaker and heard him, a guest and a guest speaker carry 
on this conversation. 

Q But you never heard it in front of the room? 

No. 


Tell me, Mr. Beck, why did you join Galaxy 


MR. GOIDEL. Objection. 
MR. PADILI.A4: What is the reason for the 
objection? 


MR. GOIDEL: We are not concerned with the 


ee St ee 


operation of mind. 


——— 


et ee 


THE COURT. I think in this case, we are. p 
will overrule this objection. 


Q Why did you join Galaxy Foods, Mr. Beck? 
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A I joined Galaxy Foods because I believed in the 
idea and I believed that it would work. | 

Q Did you join Gale., Foods because you felt it 
was @ vehicle by which you could make money in wholesaling 
or because you on or because you felt that it was a guod | 
idea as a retail operation in delivering food to the con- | 
sumer? | 

A I felt that it was a good idea for retailing | 
foods to the consumer. | 

Q Then again, why did you do any wholesale then? 

A Because that was the only way to make money 
until the retail started. 

Q Was -- were there times when you were told that 
in order to get the retail started, we have to work the 
wholesale? 

A Yes, we were always told that. 

Q Was -- Mr. Beck, was I a member of the dis- 
tributor's association? 

A Yes, you were. 


Q Was I an active member of the distributor’ ry 


A I would say yes. 
Q During the business management training, in 


other words, during school, how were you instructed to go 


| 
2 
ay 
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about when -- with someone who didn't have the money to join 
Galaxy Foods or prospective distributor and wanted to join? 
What were you instructed to do? 


A We were instructed to try to help your guest 


get the money any way possible. 

Q What was ~- what was the emphasis put on, 4s 
far as loans went? What should you -- should you as a 
distributor do for that prospective distributor? 


A As much as possib): 


Q Were you instructed -- were you ever instructe 


-- were you ever instructed that if they went to the bank 
that you should go to the bank with them? 

A Yes. 

Q Were you ever instructed to tell them that if 
they -- on their application not to put that they want the 
money for Galaxy Foods? 

A Yes. 

Q What were you instructed to teil them to put 
on the application? 

A Usually for furniture or for home improvement. 

Q Who -- 

THE COURT: What was the last? 
Home improvement. 


THE COURT: Home improvement? 


Beck-cross-Padilla 

A Yes. 

Q Who were the instructors at the training 
schools who handled this aspect of the training, in other 
words, this part of it, the wholesale end cf the training? 

A Ususally it was Bruce Katz or Steven Roth. 

MR. PADILIA: I have no further questions. 


REDIRECT EXAMINATION 


Beck, which Mr. Padilla just -- which you and Mr. Padillo 
just discussed, was Mr. Kirsch present? 

A Yes. 

Q At the -- let me begin the question. Was he 
present at the training session when discussion of how to 
take out bank loans were made? 

A Yes, he sins abi: 

Q Now, during cross-examination by Mr. Goidel 


yesterday, extensive questioning was had on the descrip- 


| 
| 
| 
| 
| 
| 
| 
BY MR. LERNER: 
Q In connection with the training session, Mr. 


tion of your travelling through the Queens Midtown Tunnel an 
the passing of a flier to your car. And I believe yesterday | 


you testified that you were in a panel truck? 


A Yes. 


Q Is that correct? 
Yes. 
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Q Your position vis-a-vis the position of the 


cax which handed you the circular was -- well, I‘1ll put it 


+ 


this way. You were sitting -- I think your testimony was 


that you were sitting higher than the car, is that correct? 


A Yes. 


Continued on next page. 
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REVIRLGT oXAMLLATION 
BY MP. LLINWLAR (Cont'd): 
y dow on -- and you also testified tuat it was 


“My. nirsch tnat was driving tiat otner car; is taat correct? 


A Yes, 
Q iiow were you avle to gee Mr. sirsca? 


MR. GUlobw: Us jection. «ow ne was able tn 
de anything, your »onor. 

The facts will spears for themselves. he has 
already stated tnat he did see aim, 

MR. LERULR: Mr. Goidel has put into quastion tue witness's 

credipility. 

UR. GOIDEL: Tne facts -- 

Ma. LERNL: wet ae finasn, please. 


Fine. 


ii@ nas put into question tne credi 


bility 

TdE COURT: Could we get that testimony yes~-~ 
terday? Maybe tat woule ve west, Peraaps that 
nasn't peen done, 

MR. GOIDEL: It's on page 952, your ionor. 
It starts at 952. 

THE COURT: It would be buch nore helpful to 


the Court if you could ueal wita the specific questions 


Bech. - redirect 
and answers on cross. 

WR. Lbask.: un age 355, your ioher, 

read tue questions. starting oa page ~~ 

Vik COURZ: In tact 958, isn't that the parti- 

cular question in tuc wicgcle tuvre, avout line lu or Yl? 

SR. GLRNE).: All rigntl 1 will read tiat yas 

tion, 
LY MR. sli: 

Page 956, line ll: 

"ouestion: ow, sitting in tuat position, you 
turned to your left and looked, and you looked across your 
prother through the winuow, the open window of your cur, 
through tne open window of the otuer vehicle past the two 
people sitting to tue rigut of tae diver asa observed 


ir. airsch? 


“Answer: Yus." 


A Yes. 
¢ wow, I thinx it is relevant on paye 955, 
question on line 13: 
"“Suestion: slow mucn lower would you say 
roof of tne Rambler was {ron tae roof of your van? 
"Answer: i have no idea, 
"uestion: well, now wore you seated avove 


the roof of the Kanbler, avove tiie roof? 


so hn laa i 


poner sarsncinpbilenenrr onto 


——— 


SS ee 
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“Answer: No. 

"Question: Wus any part of your wouy uigner 
than tne roof of tue Kanwler? 

“Answer: Yes. 

"Question: what part of your Lody was avove 
the roof of tiie Ramler? 

“Answer: I woulu say the truth that we were 


ow then could you ovserve Mr. airscn driving 


MR. GOIDEL: ‘The witness nas already stated 
tnat he observed ir. ikirsch. Low ne does sometining 
is improperly framed. 

lie said that he did. I tried to elicit facts 
that perhaps he could not. 

The trier of tie facts will make tiat decision. 
To ask him to elvaroate upon how ne might nave done 
something is improper. 

MK. LERNER: I don't think it is improper testi 

It is rehabilitatiny testimony. 

MR. GOIDEL: It is not. 


MR. LERNER: For goodness sake, would you let 


me finish? 


MR. I will let you finish. 


MR, Mr. Goidel has put into question 


bec) - redirect 
tne witness's avility to wuserve Nr. sirsou in 
otsuer car. 

It is concelivacle Liat tie witness ieanau 
down or atood up or cic gorethin, at tie time ne 
serveu iir, wif BC. 

Vaat ie precisely tue type Of anudwudr 
to elicit fron tne witness. 

Thi COURT: 1 Suppose Wiat Mr. Goluel is gujet 
ing to is your glorthan. way of coing it. If sou 
want to asx this witness wiether ne Lean. Lor sara 
and looheu and we says we turns. tO ils ivit anc 
lovukea acrosy his wrotacr turou,. tie wancow go that 
he must nave advaiced iis yaze, So wiat? oo ae coulu 
look turogi tic «ingow auc he Says ae gay tik. . desc. 

wnat’d @ fact tuat «ac uics testifiecu te. rou 
say tuere ara otacr facts. 

WR. LEWILY: 1 con't know. Laat's wiiut Lt an 
trying to elicit fron tne witness. 

{ taink tucet polit aaws Coun put i.ito gueation, 
I aa trying to determing wiacther or sot tuc witness 


uid anytuding else to see Ar. Ritsci, 


wayue I can get at it tals way. 


BY MR. Lbicdns’: 


Q Mr. ceek, wy sitting nor wlly in your car, 


lull 
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with your back to the back of tie seat, were you avle to ov- 
serve Mr, Kirsch driving tuc¢ car? 

A i would say in one instaice 1 waa. 

Tv) wnat instance was tiat? 

A “hls WaS Waen wea first o,otteu tne car. 

¢ Coulu you uescrive tne circunstances? 

A In this circumstance, Mr. Kirsca'’s car was 
in the far left-nand siue of the lane, my worother anc i and. 
our truck were in tue far rigiut-uand siue of tne lane. 

y And you were avle to see Mr. nirscii? 

A I was. 

Wd wet me asa sou tuis: You testifieu tuat . 
subsequently called Mr. xirsch anu met wits adm, 

At any tine after tue incident tniat toon 
place in wuecns Miutown vuanel, vid Ar. airschn confire 
you that he was in fact tne person drivin, tne car? 

MR. GUluvEu: Ubjection. ie is consistently 

leading his witness into an answer. 

l wove to strike tue question anc answer. 

well, no answer nas veen given. 1 “ove to 

strike the question. 


fuk COURT: cll, 1 will sustain the yuestion 


as to the form. i will permit sou to inquire of this 


witness whetner tere .as any Gascussion vetween hin 


peck ~- reuirect 

and Kirscn avout tiis tunnel incident. we wili near 

what he nas to aay avout it if tnere was %1 wasnet. 
BY MR. wiittkR: 

1 After the incident that took piace in tic 
Midtown Tunnel, Mr. vec, Gin yOu vaVve a discussion with 
Mr. “direch concerning tiat licident? 

A l cid. 

\ Please teli tie Court wiat you discussed with 
nim, what he said to you and wien tue discussion too place? 
A anen I met Mr. dirse:, 1 realized se was 
the first person driviny tne car and 1 asked nin ana ie Sai, 

“Yes, it was me,” 

Q when did that discussion take place? 

A I would say when I first pot tur. 
after the vpportunity Neetiis. 


¢ l pelieve yesteruay you testified tiet ir. 


spoke at vpportunity Meetings; 15 Chat correct? 


A Yes. 
‘2 And referriny to paye )9t, the qguestion was 
asked, on line 21: 
“wow often did ie speak at tien?” 
Anc the answer yiven, “I woulu gay at least 
once a month.” 


sow, there i3 iw -- wtrike tuat. 


f — 
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how long did Mr. hirsch speak for once a month, 
for your entire association with Galaxy? 
A No, I would say up until ne actuall became an 
executive of the company. 
Ad WO you recali wien we Lecame an executive of 
the company? 
A 1 would say the early part of 1972. 
waet position did he nold? 
A Vice-presiccnt in charge of marketing. 
W ow, at the end of your testimony yesterday, 
Mr. Goide: and you were discussing aproblem which nad arisen 
in connection with a guest of yours going down to a meeting 
anc your not appearing at the meeting at Guat time, and 
Mr. Kirech calling you in and ,uestioning you or inquiring 
ef you why you were not there. 
vo you recall tiat exchange between yourself 
and Mx. Goide)? 
A ' Yes. 
Q And you were asked, when was this conversation 
on 983 of the transcript, and your answer was, "I would 
say this was I would say February of 1972." 
Is that statement accurate? 
Yes. 


And -- 


| 
| 
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1972. 
1972? 
' Yes. 
MR. LERALE: | have no iurther jyesations, 
Eacuse me. I bave one wore question, your lone. 
I’m sorry, that’s ali 1 rave. 
RECROSS-EXANINATION 
BY MR. GOIDEL: 
Q For how long a period of time were tlhe two 
cars parallel to each other? 


I would say for up to four minutes. 


Throughout the period of time tnat you were in 


we were not in tine tunnel, 

Where were you? 

THE COURT: Mr. Goidel, 1 think there Las 
come a time when even yood things end, 

This witnese testified that Mr. avirach at 


later time -- 


MR. GOIDEL: I understand what he said. 

THE COURT: Admittec he was in the car, what 
are we accomplishing here? 

MR. GOLDEL: Anything else, certainly the creci-~ 


bility of this witness. 


Beck - recross 

Tuk COURT: I understand tnat, out ir. sirsch 
acknowledged that ie was in the car, according to 
this witness. 

Now -- 

MR, GOIDE.: 1 will ask one or two otner ques- 
tions, your lonor. 

Q In preparation for tiis worning, sir, diu you 
have discussions with the attorneys from the Securities anu 
ixchange Commission? 

A io, six. 

u You nad no discussion with them? 

A Jone whatsoever. In fact, I yot nere kinu of 
late. You saw me when I got here. 


cf) liow about yesteruay, when you left tne Court- 


I would say no. 
where did you go from here? 
A Yuu dropped us with them to the building where 
they work at. 
Q In other words, you went to 26 Federal Plaza, 
I think that is the address? 


A When you let us out of the car, they went to 


+ 
the building ard 1 went to the suoway. 


Q I see. You went to Manhattan to go to the 


10 peck - redirect 
subway? 


A Yes. 
REDIRECT EXAMINATION 
BY MR. LERNER; 


Q slow did you get te iianhnattan? 


A I rode in Mr. Goidel's car. 


MR. LERVER: Thank you, 


THE COURT: All right, Hr. veck, 1 yuess 


are finished. 


AR, PADIuis.: i have no more juestlons, 


THE COURT: You are excused, 


(Continued on next page.) 
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PAUL JOHN DECEGLITIE, a witness, having 

been first duly sworn by the Clerk of the Court, took 

the witness stand ind testified as follows: 
QTRECT EXAMINATION 
BY MR. GARMANSKY: 

Q Would you state your name for the record? 

A Paul John DeceqgLiec. 

Your address? 

A 116 Davrack rive, Lake 'iawatha, New Jersey. 

Q Would you give us a brief description of your 
educational backaround? 


A I have a Masters Degree in Electriccl Engineer- 


What is your present employment today? 
tT work for j3cll Laboratories in New Jersey. 
Q what is your function there? 
A I am a member of the technical staff. 
Q pid you ever hear of a company called Galaxy 
Foods, Incorporated? 
A Yes. 
Q when for the first time? 
A In the fall of 1971. 
Q Where were you working at that time? 
I was working at 3ell Laboratories. 


Where did vou reside when you heard of Galaxy 


2 Deceglie-direct 
in the fall of 1971? 


A My residence was on Main Street in Mendham, 


Q When did you move to Mendham, New Jersey? 

A I moved in the end of May, the beginning 0! 
June, 1971. 

Q When you moved to Mendham, New Jergey, did you 
intend to make New Jersey your state permanent residence? 


A Yes. 


reflect this fact that you intended to make New Jersey your 
state residence? 

A Yes, I transferred the registration of my 
automobile to New Jersey and acquired a New Jarsey Drivers 
License. 

Q Please tell us your reasons for moving to New 
Jersey? 

MR. GOIDEL: Objection. 


THE COURT: I think that is immaterial. 


| 
: 

| 

Q Did you do anything, Mr. Deceglie, in order to | 
| 

| 

| 

| 

| 

| 

| 

\ 


intended to make -- 


MR. GARMANSKY: It goes to the fact that he 
THE COURT: He said so and he said what he did. 


It is obvious that he is employed there. 


rhe 


When did you move to Lake Hiawatha, New Jersey a 
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January of 1972. 

MR. GARMANSKY: At this time I would like to 
mark as plaintiff's exhibit 28, a wage and tax state- 
ment for the year of 1971 for Mr. Deceglie showing his 
address in West Main Street, Mendham, New Jersey. 

THE COURT: Is it a W-2 form. 

THE CLERK: Yes. 

MR. GARMANSKY: Your Honor, I will make the 
entire exhibit, also attached to it, is a Federal Tax 
Return for Mr. feceglie for 1971. 

THE COURT: Have you obtained his consent 
nave that made public. 

MR. GARMANSKY: Yes, we have, your Honor. 

Also part of exhibit 28 is New York State 


Return for 1971 and Non-Resident return of 1971. 


THE COURT: Are you going to make that a 


different number. 

MR. GARMANSKY: No, we will make that all 
of plaintiff's exhibit. 

Also enclosed with that is an explanation pro- 
rating procedure which appears to have the signature 
of Mr. Paul Deceglie and also a claim for resident 
claim credit for the State of New Jersey which also 


appears to have the signature of Paul Deceglie. 
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Please make all of this part of plaintiff's 
exhibit 25. 
THE CLERK: Plaintiff's exhibit number 28 ao 
marked for identification. 
(So marked.) 
BY MR. GARMANSKY: 
Q I would like to show you what has been marked 
az exhibit 28 -- 
MR. GOIDEL: We will stipulate that those are 


the documents described by Mr. Garmansky and we have 


no objection to having them offered in evidence. 


MR. GARMANSKY: I move these documents, plain- 
tiff's exhibit 28 in evidence. 
THE CLERK: So marked ‘in evidence. 
marked. ) 
GOIDEL: May I see them, please. 
MR. GARMANSKY: Sure. 
BY MR. GARMANSKY: 

Q Would you please explain to the Court what were 
the circumstances of how you heard about Galaxy in the fall 
of 1971? 

A My first exposure to Gaiaxy was rough my 
fiancee's parents. Their neighbor was associated with Galaxy 


Foods and in order to introduce the company to other people 


10 
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he had called an informa] ineeting at the home of ny future 
in-laws. 
There were about 20 or 3C people there, ineludl 
myself. 
When did this take »vlace? 
Sometime in the fall of 1971. 
bo you remerber the month? 
No. 
‘tho was this individual from Galaxy Foods? 
Frans Quack. 
Did Mr. Quack give this presentation? 
Yes. 
Did he intrsduce himsel f? 
Yes. 
How did Mr. Quack introduce himself? ae 
MR. GOIDEL: I object as to any conversation or 
discussion tetween Mr. Quack and any other third 
parties. 
Mr. Quack is not a party defendant in this pro- 
ceeding. 
THE COURT: 1 will overrule your objection in 


this case on the basis that what Mr. Quack said will 


not be received as proof of the truth of statements 


made, but rather as to the state of mine of this witnes 
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as e result of hearing what if anything he 4id explain 

anything he may have done. 

So you may go ahead and the witness may relate, 
and I think generally, would suffice here, what state- 
ments he may have heard at that meeting which prompted 
him to do something. 

The Court's interest is in what if anything thi 
man did. 

BY MR. GARMANSKY: 

Q The question, Mr. Deceglie, is how did Mr. 
Quack introduce himself? 

A He stated his name, said that he was associzted 
with the company and that the company was looking for investojs 
and it was a great oppextunity for some people to make some 
money. 

Q Did Mr. Quack tell you he had a position with 
the company? 

A - TI don't recall that he did. 

Q Did you subsequently find out that Mz. Quack 
did hold a position in Galaxy? 

1%. GOIDEL: Objection. 

Your Honor said you were, introducing this to 
show the operation of his mind. 


THE COURT: At thet time. 
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MR. GARMANSKY: The question is did you sub- 
sequently find out. 

THE COURT: Well, can't we let that wait for 
a moment? 

T am more interested in what this man did. He 
was at this meeting. This man Ouack introduced himself. 
Did you do something either at that meeting or as a 
result of the meeting. 

THE WITNESS: Not right away. I did not 
commit myself at that time. 

It aroused enough interest in me that I attend 


subsequent meetings. 


THE COURT: when was the first subsequent 


meetin gq. 

THE WITNESS: I believe it was several weeks 
later and the meeting was held at the Golden Gate 
Motor Inn in Brooklyn. 

(Continued on next page.) 
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THE COURT: iiow was the news of that meeting 
conveyed to you? Did you receive some kind of circula 
or what? 

THE WITWESS: No. These meetings were held 
regularly every week. And Mr. Quack said, I believe i 
was every Tuesday or Thursday night, something to that 
effect. We had -- they had a meeting at the -- this 
hotel and we could come any week that we -- 

THE COURT: This was a meeting where? 


THE WITNESS: At the Golden Gate Motor Inn in 


Brooklyn. — | 


THE COURT: All right, go ahead, Mr. Garmansky 

MR. GARMANSKY: Your Honor, I have to take my 
witness back to that first meeting with Mr. Quack. 
I am sorry. 

THE COURT: Why? 

MR. GARMANSKY: I have some other questions I 
want to bring out. 

THE COURT: All right. Let me hear them. We 
will see. 

MR. GARMANSKY: 0O.K. 
Q Mr. DeSiglia, was anything mentioned at this 

meeting concerning that Galaxy was only limited to New York 


residents? 
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A Not that I can recall. 

Q At this meeting was mything mentioned concern- 
ing hw a person could earn money with Galaxy? 

A Yes. Very definitely. They mentioned some 
figures how one could make money with Galaxy. 

Q Were these figures large? 

A I can't recall exactly. They were attractive 
figures. ‘They ran into the possible income of thousands of 
doilars. 

Q Now, did you attend this -- did you attend 
this meeting at the Golden Gate Inn? 

A Yes, I did. 

Did you attend with anyone else? 

A Yes, my fiance. 


Q O.K. Will you please tell the Court what 


occurred first when you arrived at this meeting. 


A If I am not mistaken, I believe we signed in 
and I met Mr. Quack. He introduced me to someone else. I 
don't recall who it was. We were asked to sit down. 

Q I see. Do you know the name of the meeting 
that you attended? 

A It was called an Opportunity Meeting. 

Q How many people were present at this meeting? 


A I would say about 30 people, 40 people. 


* 
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Q pd anyons speak to this grou, of people 
present? 
A Yes. 

THE COURT: it think initially the 
witness hac answers) tact fe fiest heard of Galaxy 
the fall of '7l. ilave we fixea «© date when this meet~ 
ing took place. 

MR. GARMANSKY: Yes, your Honor. You ajskeu 
him when he attended. ‘le said subsequently, a few 
weeks later,I belicve was his testimony. 

Tur COURT: I see. I am sorry. I guess I 
didn't notice. I was too busy asking guestion;. 

A few weeks afvecr that is when you returnec? 


About October, Sertenber? 


THR WITNESS: October, pverha 5s ioOvenber. 


| 
| 
| 
| 
| 
| 
| 


Q vid you know who these speakers were at this 
Opportunity Meeting, Mr. DeSigiia? 

A Do I know now? 

Q Did you know then? 

A No. Until they were introduced I didn't know 
who they were. 

Q 0.K. Who were the speakers 1t that opportunit 
meeting? 


A I can't recall with any egree of certainty who 


i 
| 
| 
! 
i 
A 
H 


a crore ttemaeoeromennseare arena ES 
- Se 


DeSiglia-direct/Garmansky 


How were these people introduced? 
Well, they were -- I don't understand. 

Q O.K. When these speakers were introduced, 
they given -- was the guest told or were the guests told that 
they had a title with Galaxy or were part of Galaxy? 

A Yes. The speaker would be introduced and he 
would be called a manager or some part of the Galaxy Board of 
Directors. 

Q Now, Mr. DeSiglia, did any speaker tell the 
qrovp present how @ person could earn money in Galaxy? 

A Yes. 

Q What were you told at that time? 

A We were told specifically that there were two 
ways we could earn money. One would be to interest -- after 
we became members of the orcanization, we could try to get 


more investors to join and we would receive comaissions based 


en the nuwber of psople we brought into the company. 


The second way would be the retailing of food to be 
delivered directly to peoples’ homes. 


Q Did the speakers teli you how you could join 


Galaxy? 


Yes. 


What did they tell you? 


n2u 
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| 

| 

A They said we could join in one or two ways. 

Either as a field manager, with an investment of a thousand | 

dollars, or a distributor with an investment of $3,500. 

Q At this meeting were yo} told specific figures | 

that you could earn if yo! invested in Galaxy? 
A Yes. 


Q What were you told? 


A I don't recall the exact figures. iut typically 


| 
| 
| 
| 
| 
| 
| 
a 


what was done, on a blackboard or a pad -- I am not sure, but | 
; 
something for everyone to see, the speaker would try to -- 
i 

would ask the audience to throw out figures. 


For example, how much, a family of four would spend on 


i 


food in a weok, or how many people we could interest in bart 
food in this way. And using those numbers and taking 1 | 
certain percentace of gross sales as commissions, he would 
arrive at some basic figure for a week or a month or a yearly 
8 alary. 

Q pid this figure grow and grow as more numbers 
were thrown out? 

A Yes. 

Q Do you know who the speaker war wno did this 
part of the Opportunity Meeting? 


A I don't recall. 


Q bid this procedure subsequently reach a bottom 
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line figure? 
Yes. 


was this figure written on 4 blackboard or 4 


I believe it was, yes. 
What was the reaction from the people present 
a this time when this figure was written and mentioned? 

A No imaediate reaction other than the fact that 
the speaker would say something to the effect of how about 
that or i3n't that a great amount to earn. 

And all of a sudden there would be a round of applause 
gome clapping, cheering. 

Q Do you know where this -- strike that. Do you 
know where this cheering and applauding started? 


A It appeared to start at the back of the room. 


We were sitting up front. It kind of worked its way up from 


the back. 

Q Do you know who was. in the back of the room, 
Mr. DeSiglia? 

A I didn't know any of the people then. But 
after the meeting I recognized them as -- afver I was intro- 
duced to them as being members of the Galaxy organization. 

Oo Were these the Galaxy -- was this the manage- 


ment of Galaxy, the Galaxy executives? 
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A Some of the executives and other people who 


company. 


Q Now, Mr. DeSiglia, would you explain how you 


| 

appeared to be either distributors or field managers of the | 
1 | 

| 


felt when you heard about «11 this money that a person could 
earn in Galaxy? 

A Well, at first I was a little bit skeptical in | 
that I didn't quite see how people would -- consumers would 
yeact to such a plan, whether or not they could introduce | 
enough people to make & worthwhile. And as time went on I | 
sort of -- my skepticiem was put aside from -- well, most of | 
it from my own reasoning and by some of the persuasion of 
the speakersad so forth. 

Q Was anything mentioned at this Opportunity 
Me¢iing about retirement? 

A I believe so, yes. 

Q Do you recall what was mentioned? 

A A speaker would say after arriving at the 
bottom-line figure, how many people could retire on that kind 
of income. Ad some people would raise their herds. Most 
everyone. 

Q Now, at this meeting you attended at the Golde 
Gate Inn, did any speaker tell the people present that only 


New York State residents were allowed to invest in Galaxy? 


ne coe a een 
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Baapacenentnieains sonatas 


DeSiglia-direct-Garmansky 
Not that I can recall. 
You are certain of that? 
I am positive. 
Q bid you subsequently attend any other Galaxy 
meetings? 
A Yes, I did. 
What was the name of that meeting? 


I attended what was called the Sunday Step-Up 
When did you attend the Sunday Step-Up Meeting 
One or two weeks after I attended the first 
Golden Gate. 

Where was this meeting held, the Sunday Step-t 


It was held at the Galaxy home office in 


Were you invited to attend the Sunday Step-Up 


I was told about it. I wasn't specifically 


invited. We were told that every Sunday at a certain time | 
they had what was called a Sunday Step-Up Meeting where 
investors could formally join the company. 

Q _ Do you know who told you about the Sunday Ste 


Up Meeting? 
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| 
i 
| 
I don't recall who did. | 
| 


A 
Q Was it the speaker at the Opp... cunity Meeting? 

A Perhaps. I can’t recall. 

Q Now, between the Opportunity Meeting and the 
Sunday Step Up Meeting, did you talk to anyone associated 
with Galaxy? 

A Yes. I believe I talked to Mr. Quack again in, 

| 

Q Can you tell us what he said to you and what 
you said to hin. 

A He asked if we had any questions about che 
company and the -- generally tried to persuade us to join. 

Q At any time in this conversation did Mr. Quack 
tall you that investors in Galaxy were only limited to New | 
A ee oe | 
No. I was never told that. 


Now, at this Sunday Step Up Meeting were there 


Yes. 

Do you recall how many? 

Not with any degree of certainty. Perhaps 
IT am not sure. : 

O.K. 90 you know who the speakers were? 

No, I don't. 
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Q : Were they part of Galaxy Management? 
A I believe at least one may have been. 
Q How many people were present at this Sunday 
Step-Up Meeting? 
A I would say about 20 people. 
G bid you go to this meeting with anyone? 


A Yes. My fiancee. 


Q Q.K. Do you recall what you were told at the 


Sunday Sten-Up Meeting? 

A da we etven -- in general we were given a 
progress report of the -- how the company was progressing, 
how many investors they had, how many more they needed before 
they could begin retailing, what their target date was for 
starting retail operations, the fact that they had done 
surveys, consumer surveys to see how many people would be 
interested in their service. 

They mentioned that they had contacted several dis- 
tributors to try to get an idea of prices and so forth of 
various consumer products that they would buy and channel 
through Galaxy to the -- eventually to the consumer. 

Q Would you tell us what the speaker told you 
concerning these retail target dates. 


A I believe the target date that he said was 
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January of 1972. 

Q O.K. Did the speaker tell you how he arrived 
at thi. target date figure? 

A Appa. tly what they looked at was the rate 
that they were giving to investors and forecasted, and based 
on that rate, when they would have enough money to atart 
retailing. 

Q Now, did there come a time during this Sunday 
Step-Up -iseting when the speaker asked the guest present if 
anyone was joining Galaxy? 

A Yes. 


Q Will you please describe to the Court what 


A I believe that the -- before the meeting star~ 
ted the speaker knew that there were some people who were 
prepared to join. And then during the meeting he asked if 
there were any people who were ready to join. In fact, I 
think he said, “I know there are people in the audience who 


have money, who have checks who want to join Galaxy." 


And he asked us to stand up. He asked those present 


to stand up. 
Q pid the speaker ask you to stand up? 
A Yes. 
pid you tell anyone prior to the start of the 


canannanorecrisio™ 


CT aes 


| 
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meeting that you intended to join Galaxy at the Sunday 
Step-Up Meeting? 

A Yes. I told Mr. Quack. And I believe 
Mr. Quack told some of the officers in Galaxy. 


Q Will you please describe what occurred after 


the speaker sskec you to stand up. 

A I was asked to go to the front of the room 
where I stated my name. I was congratulated by the man who 
was speaking at the time. And he took my check. 

Q I sea. Now, was there any cheering and applaud- 
ing at this time? 

A Yes. 

Q How much money did you invest in Galaxy, 

Mr. DeCeglia? 
A I invested one thousand dollars. 


Q Now, at anytime during this Sunday Step-Up 


were only limited to New York Stite residents? 


A No, he didn’«. 


| 
Meeting did the speaker state that investments in Galaxy | 


Q Now, at the same Step-Up Meeting, Mr. DeCeglia, 
aid you ever see speckers hand out checks? 
A Yes. 


Q Will you please describe to the Court what 


EST COPY AVAILABLE 
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A Toward the end of the meeting the speaker woul 
be handed a group of checks. And these checks were apparentl 
for commissions for putting investors into the company. And 
they were handed out to the people who were the Sponsors. 

Q pid he announce the amount of the checks? 

A Yes. 

Q Do you recall my mentioned amounts? 


A I remember one. $2600. | 


Q pid the speaker make any comment while handing 


out these checks? 


| 
| 
A Yes. I believe -- I believe he did. But ee 
don't remember what it was. | 
Q Was there any cheering and applauding at this | 
time, Mr. DeCeglia? | 
A Yes. 
Q Will you please describe the speaking charac~ 


teristics or habits of the speakers as you observed. 


calls for an operation of the mind. 


| 

| 

| 

| 

i 

| 

| 

MR. GOIDEL: Objection, your Honor. That | 


in the witness' province to testify to this voncerning 
what he observed. 


MR. GARMANSKY: Your Honor, it's the -- it's 
MR. GOIDEL: Not as to opinion. 


| MR. GARMANSKY: Will you let me finish. 


| 
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He can testify what he saw, what he heard. 
He's competent to testify to the speaking character- 
istice that he observed the speakers of Galaxy -- 
this goes to our allegation, your Honor, in our 
complaint, how the speaker spoke, the type of atmo~ 
sphere generated. It is a fact question. 

MR. GOIDEL: Your Honor, he can testify to 
what was said. And in his own words. And in answer 
te a specific question he can describe it perhaps as 
loud or as soft or however he wants. But he cannot 
characterize what somebody elsegays. That is improper 
and that is the exact purpose for which this question 
was asked. 


GARMANSKY: Your Honor, he's not charac- 


GOIDEL: That is a characterization. 
GARMANSKY: What someone else -- he's not 


characterizing what the person said. He's telling us 


what he observed. The demeanor of the people who 


spoke to him at these meetings. He was there. He was 
present. 

You can testify -- in the proposed Federal 
Rules, Rule 701 -- Rule 701, Opinion Testimony by 


Lay Witnesses, states that a witness can testify as 
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to what he observed, the demeanor of other persons 
that he observed. 

It's rationally based on the presentation of 


the witness and helpful to a clear understanding of 


his testimony or the determination of a fact in issue. | 


(Continued on next page.) 
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MR. GOIDEL: You did not ask him to describe the 
demeancr of anyone. You asked him to characterize how 
somathing was said. 

MR. GARMANSKY: No. I said, please describe the 
apeaking habits. 

MR. GCIDEL: All right. Speaking habits are not 
quite the demeanor. 

MR. GARMANSKY: I will withdraw the question. 

I will withdraw the question. 

THE COURT: All right. So what you really want 
to inquire about is this witness' knowledge based on 
his own observations of the demeanor of those who spoke 

MR. GARMANSKY: Exactly. 

EXAMINATION 

GARMANSKY: (Ccont.) 

Q Can you testify concerning that, Mr. Deceglie, 
have anything to say on that score? 

THE WITNESS: Could you rephrase that. 

THE COURT: Well, simply stated, did you -- 

did you observe the demeanor of those who spoke in the 
audience. 

THE WITNESS: Yes. 

THE COURT: What did you observe. 


THE WITNESS: Well, I observed that they spoke 
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loudly. They spoke very clearly. They were generally 
good speakers. 

THE COURT: Aren't those characteristics of any 
good speaker. 


THE WITNESS: Yes. 


THE COURT: Not necessarily those at a meeting, 
but anywhere where you would attend. 
THE WITNESS: Yes. 


THE COURT: Now, was there - was there anything 


in addition to that that you observed. | 


THE WITNESS: NOthing really. Nothing other cha 
what one would expect from a good speaker, good isan 
good clothes, projecting a voice. 

THE COURT: So the rest of it then would be 


content of what was said, is that it. 


THE WITNESS: I believe so. 
THE COURT: And have you fully covered your 
recollectian of the content of what was said. 


THE WITWESS: I think so. 


BY MR. GARMANSKY: 
Q Mr. Deceglie, what was your ~~ what was your 
impression of these speakers? 
MR. GOIDEL: Objection. He just testified. 


THE COURT: I will sustain the objection to that. 
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That is calling for the mental operation of thia 
witness' mind and is improper. 

MR. GARMANSKY: Your Honor, I think it is 
important that thie Court understand the type of 
atmosphere at these meetings at the time. 

THE COURT: Mr. Garmansky, if I don't understand 
it now I would have to be obtuse indeed. | 


BY MR. GARMANSKY: 


Q Mr. Deceglie, did you receive any documents at 
the time of the Sunday step-up mesting? 
A Yes, I did. 


Q I would like to show you what has been marked 


in evidence as plaintiff's exhibit 6. Do you recognize that? | 


A Yes, I de. 


Q Was this the document or a facsimile of this 
document that you received at the Sunday step-up meeting? 
A Yes. 
Q Now, Mr. Deceglie, -- 
THE COURT: Excuse me just a minute. It would 


help -- does it bear a name. 


MR. GARMANSKY: It just @aye2 Galaxy Foods, Inc.. 


It's a xerox copy. Galaxy Foods, Inc., on the bottom. 
And the first page states, welcome to the Galaxy Teun. 


THE COURT: All right. 
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MR. GARMANSKY: This is the script, your Honor 
THE COURT: All right. 

GARMANSKY : 

Q Now, Mr. Deceglie, what did you do after the 
conclusion of the Sunday step-up meeting? 

A At the conclusion of the meeting I was taken 
aside by @ secretary and was asked to fill out a form as to 
my name, address, 60 On, Was the application form, the 
contractor a new investor in Galaxy. 

9 ou fill out this contract? 

A Yes, I did. 

Q pid you sign it? 

A Yes. 

Q What address did you put on this contract, Mr. 
Deceglie? 

MR. GOIDEL: Objection. 


THE COURT: It's in evidence or fen't it. 


MR. GARMANSKY: No, your Honor. We don't have 


the contract. 

MR. GOIDEL: Perhaps the witness woeld have a 
copy of it. 

THE COURT: I am sorry. 

MR. GOIDEL: Perhaps the witness, your Honor, 


would have a copy of it, a duplicate original. 
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THE WITNESS: T don't. 

THE COURT: Ye says he 

Was there a reference to 

There is xr: 

that it 3 in existence. I believe one 
said that all applications that hie hac 
to the Securities and Exchange Commieston. But 
was not to infer that that waa 
in existence. 

MR. LERNER ° 

THE COURT : In that cas we cit have any 
controversy about it. 
answer if he recalls 
address on that 3 


Tf you remem 


address. 
BY MR. GARMANSKY: 
Q That is New 


A New Jersey. 


Q Now, Mr. Deceglie, was there anything in the 


contract that you observed which limited the investments 
Galaxy to only New York State residents? 


A Nothind. tT didnit see anything. 
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Q Now, I would like to show you -- show to you, 


Mr. Deceglie, what has been marked in evidence as plaintiff's | 


exhibit 27. Do you recognize plaintiff's exhibit 27? 
A Yes. This is a form similar to that that I 
filled out. 


Q Now, in the box in be center of plaintiff's 


exhibit 27, is that where you filled out your address? The 
center box? 
A Yes. 
Q Now, Mr. Deceglie, were you given back a copy 
of that. contract that you signed? 
A Yes, I was. 
Q Do you know if a Galaxy executive signed your 
contract? 
MR. GOIDEL: Your Honor, I am going to object 
characterization, executive. 
Ask who it was that signed it if he knows. 
MR. GARMANSKY: I will withdraw the question. 
COURT: All right. 
GARMANSKY: I will withdrew toe question. 
COURT: All right. 
Q 
other than yourself? 


A I can't say that anyone did with certainty. I 
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assume that it was signe? by someone. 


No, We don't want your 


I don't knew for sure. 
Who did you give the 
finished with it? 
A I returned it to the secretary. 


Q Do you know who she gave it to? 


A No. 


Q Now, pricr to joining Galaxy, Mr. Neceqlie, 


did you have any agreement with anyone connected with Galaxy? | 


A Yes, B | did. 


Q Who is that? 


A Mr. Quack. 
Q Would you tell the Court wi vour aqreement 
Mr. Quack was? 

MR. GOIDEL: Your Honor, 
ment between this witness and Mr. 

MR. GARMANSKY: On what grounds. 

MR. GOIDEL: Mr. Quack is not a party to 
litigation. Any agreement that Mr. wuack entered 
in his own behalf, frankly, {# not part of this 
litigation. It would be hearsay. 


I am not concerned with Mr. Ovack, who hed 
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at best would act as an independent contractor in this | 
instance since he woul be deriving a profit from the 
sale of a franchise tu this individual. And it is not 


binding upon any of the other defendants in this 


proceeding. 

MR. GARMANSKY: Your Honor, may I -- I am askin 
the witness what his understanding of the agreement wa 
That is net hearsay. 

MR. GOIDEL: No. You are asking him about an 
agreement that he had with Mr. Quack. Not the agree- 


tren t that he executed here. Any agree.aent he had 


with Mr. Quack is not part of this litigation. 


Bring Mr. Quack in and then you can try anything 


involving Mr. Quack. | 

MR. GARMANSKY: I am not making the agreement 
per se, Mr. Goidel, part of the litigation. What is 
his understanding of that agreement. 


MR. GOIDEL: Your Honor, if -- 


Of which agreement? I assume, unless I am in- 
correct, that you are referring to an agreement other 
than the agreement evidenced by this blue sheet of 
paper that you just showed to the witness. 

MR. GARMANSKY: That's correct. 


MR. GOIDEL: If he had un agreement with the 
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person not a part, to this Litiaatio: 


at this time. 
THE COURT: 
MR. GARMAN‘ 
TNE COURT: 
BY MR. GARMANSKY : 


Q Mr. Deceglinr 


meetings after you joined? 
A Yes, < did. 
Q What meeting did you attend? 
I attended another opportunity meeting. 
Where was this held? 
This was held at the 
Hilton. 
When? Do you recall 


I believe it was in 


(Continued on next page.) 
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DIRECT EXAMINATION (Cont'd.) 
BY MR. GARMANSKY: 
Q Of what year? 
M *71. 
THE COURT: Would that have beer. a Sunday 
Step-up Meeting? 
THE WITNESS: No. That was another Opportunit 
Meecing. 
0 Do you know who spoke at this meeting? 


A No. 


Q Was this Opportunity Meeting run the same way | 


| 
other Opportunity Meeting you attended? | 


A Yes, it was. 

Did you hear any speaker at this Opportunity 

Meeting say, “I smell money in the room"? 

MR. GOIDEL: Objection, your Honor. That is 
leading the witness. 

THE COURT: Yes. I don't think you should 
indulge in that. 

MR. GARMANSKY: Withdraw the question. 
Q At this Opportunity Meeting, Mr. DeCeglia, 


did you hear any speaker talk about money? 


MR. GOIDEL: Your Honor, I'm going to object. 


The proper question is, what did you hear said at 
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this meeting. 
THE COURT: Yes. 
I think we should first explore the witness's 


recollection. Ag to what he heard said at the 


meeting. Let me say, I would prefer if it was not 


| 


simply a repetition of what went on in the first meet- 


ing but anything of an additional nature. 


| 
| 
MR. GARMANSKY: I'l] ask that question. 
Q Mr. DeCeglia, did anything occur at this 


| 
\ 
} 


second Opportunity Meeting which you attended which was dif- | 


| 


ferent than the first Opportunity Meeting? 


A No. It was run more or less the same. 


| 
| 
Q At this second Opportunity Meeting you attended|, 


did any speaker mention that investments {n Galaxy were 
only limited to New York State residents? 
A That was never mentioned. 


MR. GARMANSKY: At this time I'd lite to mark 


as Plaintiff's Exhibit 29 a Xerox copy of a paper 
Gated December 9, 1971, with the letterhead Franz 


Quack. 


THE COURT: December 9th? 
MR. GARMANSKY: December 9, 1971, with the 
letterhead on this document labeled Franz Quack. 


Also on this document appear to be three original 


Ceeegsaesodeer Croc 
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signatures, Franz Quack, Paul DeCeglia -- 
MR. GOIDEL: Yeur Honor, I'm going to object. 
MR. GARMANSKY: Appears to be, your Honor. I 
am just identifying it. 
THE COURT: Wait a minute. I don’t mink you 


describing it initially as a letterhead of Franz 


Quack, although that probably is stretching things.) 


At the moment, it 18 a document dated December 9, 
‘71. You've got to have this witness really identify 
what it is before we can start talking about its 
contents. 

MR. GARMANSKY: Objection. 

THE COURT: That may seem a technical rule 
but it serves useful purposes. First of all, we 
don't know whose signatures they are. They may be 
phonies. 

MR. GARMANSKY: Thank you, your Honor. 

THE CLERK: A document -~- 


THE COURT: I am not suggesting they are but 


I am saying that possibility always exests and it has 
happened in some cases. 

THE CLERK: A document marked for identifica- 
tion as Plaintiff's Exhibit No. 29. 


(So marked.) 
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MR. GARMANSKY: Thank you. 

BY MR. GARMANSKY: 

Q Mr. DeCeglia, do you recollect Piaintiff's 
Exhibit 297 

A Yes. 

Q Would vou pleas? explain what Plaintiff's 
Exhibit 29 is? 

THE COURT: Well, first, no. Under shat cir- 
cumstance did it first come to his attention? Was it | 
brought to his attention by 4 person? Who was that 
person? Where? And at or about the date it was | 
written or some different date. | 

MR. GARMANSKY: Thank you, your Honor. | 
Q Mr. DeCeglia, would you please explain to the | 

Court the circumstance surrounding your first seeing Plaintiff's 


| 
Exhibit 29? | 


A I first saw this on December 9th, and this was | 
at the Opportunity Meeting at the Hilton. | 
Q Who brought it to your attention, Mr. DeCeglia? 

Mr. Quack. 


Did Mr. Quack give you Plaintiff's Exhibit 


| 

i 

| 

| 

Yea, he did. | 
| 

t 


Did Mr. Quack tell you what Piaintiff's Exhibi 


| 
| 
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29 represented? 
A Yes. 
Q What did he say to you? 

MR. GOIDEL: Objection. If the document is 
offered in evidence and if it is accepted in evidence, 
it will speak for itself. 

THE COURT: Well, first of all, let me ask you 
this. Coes the document bear the signature of this 
witness? ou may ask him that. 

Q Mr. DeCeglia, does Plaintiff's Exhibit 29 
bear your signature? 
A Yes, it does. 

THE COURT: And you signed it at that time? 

On December 9th? 

Let me say, this is a Xerox. My signature -- 

THE COURT: We are assuming -- there is no 
question about its authenticity. You don’t have to 
worry about that. 

A This is my signature, yes. 

THE COURT: All right. 

Q Mr. DeCeglia, did you see anyone else sign 
Plaintiff's Exhibit 297 


A I don't remember seeing anyone else signing 
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THE COURT: Do you recollect -- since there h 
been a reference tc three signatures, do you recoliec 
the other two signatures on there? 
A Yes, I do. 

THE COURT: Whose are they? 

THE WITNESS: Mr. Quack's and a Mr. Charles 
Horowits. 

THE COURT: All right. Now -- 

MR. GARMANSKY: Your Honor, I would like to 
ask the witness some questions about this document. 

THE COURT: All right. Good. 

BY MR. GARMANSKY: 


Q Mr. DeCeglia, does your signature appear more 


Yes, it does. 


Ie the first signature an original signature 


No, it isn't. It is part of the Xerox signa- 


Q I see. So, did you sign this document -- you 
only signed the document once on December 9, 1971, is that 
correct? 


A 
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1 Deceglia - direct 
DIRECT EXAMINATION 
BY MR. GARMANSiY (Cont'd): 


Then you were given a Xerox copy of tne docu- 


Right. 
Then you subsequently signed Plaintiff's 
Exhibit 29 at a later date? 
A Right. 
And that bears your oriyinal signature? 
Yes. 
Now, Mr. veceglia, how much money -- strike th 
You invested $1,000 in Galaxy; is tiat correct? 
Yes. 

Q Was that 491,000 your own aoney ? 

A Yes, it was. iiell, my fiancee -- it was 
actually my ifancee’s money. She gave it to me to invest in 
my name, 

Q bid you ever receive any return -- strike tnat. 

Did Mr. yuack ever give you any noney, 
Mr. Deceglia? 

A Yes, he did. 

Q iow much noney did he yave you? 

A $400. 


vo you know the reasons why Mr.  wuack yave you 
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Yes. 
Would you please tell the Court what those 
reasons were? 

A He gave me the -- he returned -- he gave re 
that $400 as an inducement to invest in Galaxy. ine 3400 
represented his commission for bringiny me into Galaxy. 

Q Mr. Quack was youx sponsor, in other words? 

A Yes. 

Q Mr. Quack turned over the $400 commission he 
would have received sponsoring you into Galaxy and be gave 
it to you? 

A Yes. 

Q Does Plaintiff's Exhibit 29 -- 

THE COURT: 1 take it from your testimony then 
that this was prior to your actual -- actually making 


the investment you made; is that right? 


THE WITNESS: The agreement -- yes. The gentle- 


man's agreement between myself and Mr. qguack was tha 

he would return the $400 after I joined Galaxy. 

o) yoes Plaintiff's Exhibit 29 represent that agr 
ment with Mr.  Juack? 

A Yes. 


MR. GOIDLL: Objection, your iionor, They've 
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already gotten in what tiey wanted to. 
THE COURT: Let's see tiie agreement. 
for a minute. 
Do you want to look at it? 
MR, GOIDEL: Yes, please. 
I have no ovjection. 


MR. GARMANSKY: Offer it into evidence, your 


TH COURT: All right. 
THE CLERK: So marked as Plaintiff's Lanipit 29 
in itvidence. 
(So marked.) 
BY MR. GARMANSKY: 


Q dow, Mr. Deceglia, after you joined Galaxy, ai 


Yes, I did. 


you receive any mail from Galaxy? | 


Where did you receive this mail? 
At my New Jerrey adaress. 


That's in Mendham? 


Yes. 


¥ 


Do you recall what you received from Galaxy in 


Yes. These were items of a general nature, 
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Nothing really addressed specifically to me, Tnese were 


announcements of interest to all the Galaxy investors. 


THE WITNESS: sulletins, tuings lice that, 
Q bo you recall whetuer or not you ever received 


any bulletins or circulars avout Upportunity and vunuay 


| 
| 
TaE COURT: Bulletins, circulars? 


Step-Up Meetings? 


A I don't recall. 


Q Now, Mr. Deceglia, at tie meetings you attended, 
was anything mentioned about a nome delivery food service 
that Galaxy would start? 
A Yes. 
) was this home food delivery service in operatiagn | 
when you invested in Galaxy? 
A No, it wasn't. 
Q Were any target dates set for that howe food 
delivery serive? | 


Yes. 


what were those dates, tie first uate tnat you 


The first date 1 recall was January of 1472. 
Did food commence on that -- food operations 
commence on that date? 


A To my knowledge, no. 
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Were any subsequent dates set? 
Yes, I believe so. 
Ukay. Did delivery commence on those subsequ 
dates? 
A 1 don't think so. 


Q Mr. Deceglia, at these meetings you attended, 


were you told youcould earn commissions if your customers or 


dered food? 


a Yes. 


Q Did you hear this at all the meetings you went 


A Yes. 

Q pid you ever hear any speaker at the meetinss 
you attended talk about a distribution of free custoi.ers? 

A Yes. 


Q Please tell us what you neard? 


A de were told that officially, when the retail 


business started, that each distributor and field manager 
would be assiyned & certain number of custoners and these 
would form a vase upon which he could build and develop his 
clientele. 
W vo you know whetucr OF not this was ever done? 
A wot that 1 know of, no. 


Q Do you Know who was to acquire these customers 
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and -- for distribution to tue investors in Galaxy? 
A I believe Galaxy was to do t.at. 
Q All right. At tue Galaxy meetings you at 
did any guest ask any questions of the speanerss 
Yes. 


vo you recall any of the juestions the yuests 


Yes. 
Shay. Please tell tne Court what you recall. 
A One question 1 recall immediately woulc Le 
the -- someone who expressed uneasiness about nov tne, coulu 
get people to come down to join Galaxy Foods. 
Q pia the speakers reply to these questions? 
A Yes. 
re what do you recall tne speakers saying? 


MR. GOIDEL: Jvjection, your .ionor. I'i going 


te ask that if the witness is yoing to refer to speci- 


fic questions and answers and specific statements, 
that he characterize -- not characterize, wut ivendfy 
the individual who is purported to have mace tiv 
statement. 

a vo you recall tie speaker, mr. Deceylia? 

A jo, ZL don't. 


MR. GUIDE: Your .onor, then I will owject 
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any statement. Certainly I'm not going to have any- 
thing imputed to my clients. 
GARMAAS &£Y: 
Q Mr. veceglia, do you recall wuether or not the 
speaker held any type of position in Galaxy? 

MR. GOLDEL: Ovjection, If he doesn't inow 

who the speaker is, how could ae possibly identify 


hin as naving a position with the corporation? 


MR. GARMANGHY: Very easily. 


MR. GUIDEL: neally? 

MR. GARMANSAY: I tnink tue witness can answer 
tiiat question, your ionor. 

THE COURT: Well, you aave a special prowlen 
in this case because we're not dealing witn all tne 
defendants originally named. de are dealing wits 
one defendant who, for a period of time, appears to 
have held what one would consider an executive posi- 
tion of some sort and ve are dealing with another 
distriputor. Two otner distributors, really. 

where did Mr. Padilla go? 

MR, GOIDEL: ie just stepped out for a cup of 
coffee, your lionor, ..e was a little sleepy. 

THE COURT: I see. 


iow, I do velieve that in order tiat tucre 
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could ve effective cross-examination on Lena! f of 


those wo are tus: Femeiniay uetendants in tie case, 


there would have to be some specification of who saia 
wiiat and when it was said, 

HOw, IT uon't Kanow waat tais witness's recol- 
lection may be witn respect to anytaing ne heard the 
defendant sirsch say at auy tise that woulda ve of 
interest here ane would be adiassivle if there is 
anything specitic that cau attrivute to taat, or I 
Suppose even as far as Vadilla is concerned or sShevack, 

dow, we've had much -- maybe tnis nasn't veen 
fully -- maybe you cuon't taink it has been fully 
explored but we've had wuci concerning tue activities 
of the menbers of tie voaru of directors anu others, 
wnat I would call leading figures whose nanes lave 
Croppec up time enc tine acvain. 

uow much of it you wish to review with this 
witness, I don't hnow. 

MR. GARMAALAY: Your uonor 

Tuk COURT: «ty own feeling woudd we that you 
were starting to ;o in a series of weetings wits bin. 
which yot us as fur as tue wa. sorn ilton in vecemwer 
of ‘Ti. 


Perhaps you i.ight wish to inyuire as to how wan 


arenes mein ~ ich tmceneatntin teninni enemas. 


: 
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other meetings he may have attende! tiat could be 
said to ve organization type meetings, when ticy were 
held, who spoke at them, if he renembers, ee 
where they were ield, ana again, whether any siynifi- 
cant development occurred that might add to our 
store of knowledge anc not simply repeat the same old 
format which I tiink has veen fairly weli estavlished 
in tuis record. 

vine GARMANOLY: “our Honor, this is not the 
bats format, This if a very important point to wring 
out, the witness does not recall tne gpeaher. lia 
cannot state with any certainty who the speaker was, 
but I‘in about to uraw out from the witness wit. these 
questions -~ I think it is proper tiat he still 
testify concerning the questions that he heard from 
the potential investors, wnat type of questions they 
were asking of the speakers at this tine, and what 
answers the speakers were giviny. 

MR. LERNER: Your Honor, if I may add suime- 
tning? 

Isn't it sufficiently relevant if the questions 
and answers took place at an Opportunity Meeting, at 
Galaxy Opportunity Meeting, ana that the questions 


were asked by the audience and tie answer came back 
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from those on the stage or in tront of the room? Isn' 
tnere significance to that? 

5 


M,. GOIDEL: Yous sonor, it certainly wouldn't 


be relevant at this stage of tie proceedings unless 


it were eatablisned, (a) tiuat my client made the stat 


ment or any one of iny clients made the statement, or 
that my clients in some fashion acquiesced in tne han 
of those statements. 

It would seem to me that to establish it is 
of those, you must estaplish the fact that tuis witne 
can identify my clients as haviny attended or ween 
present at those neetings. 

THE COURT: well, yes, I think that «uci is so, 

Now, if we are talking about again, as I said, 

ich or even Padilla or Shevack, vwsing participants 
in these meetings, active participants in some way, 
and this witness has anything to say on tat subject, 
I would certainly consider that quite relevant to 
the issues hexe. 

MR, LERNER: Haven't we established or i tiuink 
there has been testimony at least that Kirsch, at 
least Kirsch and Padilla have veen participants in 
other meetings and in the Galaxy organization as a 


whole and if that we the case, tnen wuy cannot tney 


S 


Deceglia - direct luvs 
be attributed statements made at meetings whica they 
may not be identified at if it is part of a Gelaxy 
organization reetiage 
is there ai absolut. necessity that we -- that 


a director of a corporution, for example, we present 


at all meetings te be liable for tne acts of tne 
corporation? 

RM. Guluea: Your avnor, we have many, nany 

course, involves in tuis case, ane certainly 

one of tne prime issues is yoiwy to ve What rir. nirsc "6 
true position was, irrespective of any uesignucions 
accorded jin wy tie boaru of uirectors of whic. he 
was not a@ Merler. 

a2 was not a seover of tuc woard of directors. 
e's alleged to uove been 2 meer ot the "executive 


poarc," waieh legally 1 yuestion whether there can 


or is or was suc. a tuing. but 1 nave been very 


clear in taking o»jection any time that a speaker is 
asked to answer a yuestion wita regard to a Specific 
comment wade by a specific incividual or at a specifi 
neeting. 

vow, it is truce that it aas »een testitied 


to that Mr. Kirses atcenucd certain neetiays. Unfor- 


tunately. 1 tain: if one redas tue recoru, nowuere 


will we have the three things whici are necessary, 
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all at one time, and that is, was he present and it 
he were present, what was specifically said and if 
something specifically was said, to whom it was spe- 
cifically said. 

Nowhere in this record do I think will a 
reading reveal that we have this. 

dow, they're asking this witness another 
specific question. but they're not trying to pin it 
down in relation to the individual. other tines 
they've pinned down the individual but they don't 
pin down the specific statement. Uther instances tie 
may pin down the specific time and not the specific 
individual That's what we have running throughout thi 
entire record. 

I call this to your Honor's attention at the 
very eo are the onset of this trial, and now we 
are once again back in the same position, and I don't 
want a statement it it is yoiny to be a statement 
alleging any wrongdoing or any false statements. 

I don't want it to be imputed to my clients, unless 

this witness can once again specifically state Mr. Kirsch 
neon Mr. Ghevack or Mr. Padilla and that they 

in turn listened to the statement being made or in fac 


made the statement. 
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MR. LERNER: Your Honor, that sounds more to 
me like Mr. Goidel is making a closing statement. 

MR. GOTDEL: No. 

MR. LERNER: Than -~- please, Mr. Goidel. 


MR. GOIDE.: NMon't characterize my objection. 


MR. LERNF®: Than addressing his remarks to 


this particular situation. 

We have araued with Mr. Goidel previously on 
the law. We have briefed the law. If Mr. Goidel 
wishes us to brief the law on this point as to 
participation, we'd he willing to go ahead and do it, 
providing, of course, he'd provide us with a brief 
at thia time. 

In any event -- 

MR. GOTDEL?: Just a moment. 

MR, LERNER: We think this point should remain 
until the final arqument and until the final briefs. 
The question of whether a person who is or is not at 
a meeting and who is part of an organization is 
responsible for remarks made at a meeting when he 
was aware that they were beina made is -- is another 
story. 


THE COURT: That is what the assumption is. 
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Por example, if he is aware they are being made. 
hr, LERNER: We've had testimony that there 
were policy discussions at executive board meetings, 
When statements such as these were being discussed 
and were being said they were going to be made at 


meetings. 


Mr. Beck has just testified that the ee 


of bank loans was discussed in Mr. Kirsch's prasence | 


at a training session. 


’ 
i 


MR. GOTDE!? And I aid not object to that 
because you pinned down the individual, the time and 
the place. 

If you want to do it with this witness, you 
won't get an objection from me. 

You will have to leave, of course, the previou 
testimony that you just alluded to. I'll have to 
possibly put Mr. Kirsch back on the stand, but at 
least I have that opportunity. This way 1 don't. 

THR COURT: That is basically the point of it. 
The defendant, in order to Gefend himself against 
specific evidence, has to know with some reasonable 
degree of certainty what it is he was said totave 
said. He might be able to prove and corroborate 


that he never was there and that he specifically on 
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©n@ occasion said he did not approve of that kind of 
statement and would have no part of it. These are 


possibilities, 


The problem here is, as I have pointed out 


earlier, you have a number of defendants who have 


concented to injunctive relief in this case and ther 
by conceded the Commission's case as against them. 

However, there are several defendants here 
on triai who are not making those concessions and, 
therefore, I think the Commission is put to its 
proof. But that proof has to be in admissible form 
and it seems to me that even though the burden of 
proof in this case is not that of beyond a reasonable 
doubt but simply by a fair preponderance of the 
evidence, the Court, as the tryer of the fact, has 
to make something of a specific nature to deal with 
in making findings. 

Por example, as I say, a finding which said 
that these meetings were generally attended by 
officers or person holding titles that indicated they 
were officers of Galaxy, who responded to questions 
from the floor, from people who were either investors 
or quests of investors, maybe find in establishing 


the general nature of the scheme, but the issues here 
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as T see it, are: Must Kirsch be held responsible 
for that, must Padilla be held responsible for that, 


must Shevack be held responsible for that. 


Neither -- I suppose Padilla at some point 


held some position which might be reqarded as an 
executive position; that is to say, national director 
of wholesaling? 

MR. GARMANSKY: Wholesale. 

THE COURT: Wholesalers? 

MR. GARMANSKY: No, wholesale. 

THE COURT: National director of wholesale, 
and for some period of time he may possibly he held 
responsible for that which he knew and understood 
was going on. 

But Shevack was just a distributor and -- 

MR. LERNER: Your Honor, we understand that, 
concerning Mr. Shevack's position, that he was tust 
a distributor. We don't intend on eliciting any 
testimony that he was anything more than a 
distributor. 

The questions will come into focus 4s to how 
he did his -—- how he functioned at his position, and 
we intend to call on additional witnesses. 


THE COURT: Well, I understand. 
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MP. LERNDFR: Mr. Padilla essentially was a 
distributor as well, although he held a position for 
a month or a month and a half. 

Mr. Kirsch, on the other hand, we have 
alleged, and we think testimony and evidence hag 
shown and will continue to show, that he was an 
active member of this company, active management. 

TUL COURT: T think this is where this kind 
of proof, though, is not doing anything more than 
establishing a general atrosphere at meetings without 
any concrete link between him and the meetings. 

MR. LERNEP: Well, your Honor, what Mr. Kirsch' 
responsibility was -- liabilities were concerning 
statements made at meetings which he either attended 


or did not attend T think remains to he argued. 


I think it is a legal question and I think 


until we're in a position to argue the legal question, 
that is, at the end of this case, testimony 
concerning these meetings should come into evidence, 
because even his absenteeism from these meetings may 
be construed -- and the statement made at those 
meetings may be construed to be held against him. 

Por example, I suppose you could -- 


THE COURT: TI understand your point. 
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only saying, though, that it does seem to me that 


some specificity is required in terms of the identity 


of officers present or the identity at least of a 
particular speaker who announced some policy. 

I do feel that comnletely faceless discussion 
of this kind is not sufficient to overcome what I 
feel are the rules of evidence that should apply. 

Now, it may be that if you pick a little bit 
of this witness’ recollection. he may do better. 1 
just do not know. 

Are we still, by the way, talking about the 
Hilton meeting or another one? 

MR, GARMAIISKY: This I believe is at both 
opportunity meetings that he attended. 

My question was, did any guest ask any 
questions of the speakers. Ne response was "Yes." 

"No you recall any of the questions the quests 
asked?® His resronse waa “Yes” again. 

I anked hin “Please tell the Court what you 
recall.® 

He said what he did and T asked "Did the 
speaker make any response?" He said “Yes,° and fT 
said “What did the speaker say?" 


That is when ‘tr. Soidel cbjected. 
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SS Sener 


"Hr Couns ‘Nes. ."wt for instance, a: 1 


and pera am assuring that tlese sneakers 


were gome he ha «reviously iventified. 


ai oot. 


iserih ‘sy = AS a manacer 
oer menber of the Crlazy board. o* directors. Some 
he recognized as people connected with Calaxy, some 
‘distributors, fi. ranaders, 
MA. GARR KY: Your HNonor, if 1 may inter.ust 


LT will withdraw <oc smiestion concerning what the 


agg OE a SEU PTT ESSE EEN SSG AS RNA 


speaker stated in response to these «uestions 
will continue. 

TIP COURT: Twant to cive you the opportunity 
to introduce your proof. You understand that. 

MA. GARMAISSYs Yee, vour, Vonor. 

Tum COURT. T am simply pointing out to you 


the difficulty which occurs when the vroof trails off 


into unidentified speakers, uni ‘entified times, anc 


if we are aoing to come Cown with some findinas with 
respect to specific defenfants here, whic! is what 
we will ultimately have vo have, it will be a real 
problem makina the connection. 


1 GAOL ICKY Veav, tian! vou. vour ‘flonor. 
, ¢ 
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DIRECT EXAMINATION (Cont'd.) 
BY MR. GARMANSKY: 

Q Did you attend any formal training sessions 
at Galaxy? 

A. No. 

Q Were you ever told by anyone in Galaxy any 
methods for recruiting people into Galaxy? 

A Nothing than how to or where to meet. people 
and things of that nature. 

Q Would you please the court what you were told 
and by whom? 

A Many times -- or, the speaker, such a question 
would be asked at a meeting or even outside of the meeting. 

MR. GOIDEL: Objection. We are getting back 

to what we were arguing about two minutes ago. 

Q Do you recall any speakers at the meetings who 
talked about sponsoring new people into Galaxy? 

A I don't recall a specic person. 

Q You don't recall any specific names? 

A No. 


THE COURT: Could we ask the witness for 


neme, Mr. Kirsch's first name? 


MR. GOIDEL: Donald. 


| 
example, are you acquainted with, what is his first 
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THE COURT: Donald Kirsch. 
THE WITNESS: No, I am not. 
THE COURT: You never remember meeting hin 


or hearing his name mentioned? 


————————— ee ee 


THE WITNESS: No. 
COURT: How about George Padilla? 
WITNESS: No. 


COURT: And Arthur Schnakenberg? 


es z 
sccm asic inn earlier eri weer 


WITNESS: No. 
THE COURT: Do you have any names at all that, 


if you stop for a moment to think, would come into 


your mind as names you identified with faces of 


people who were connected with Galaxy? 

THE WITNESS: Yes. 

THE COURT: Who would they be? 

THE WITNESS: One of them I am definitely 
sure is Mr. Horowitz. 

THE COURT: Charles Horowitz? 

THE WITNESS: Yes. 

THE COURT: Anyone else? 

THE WITNESS: I recall names but it would be 
difficult for me to associate the face with the name 
right now. 


THE COURT: Was Charles Horowitz someone you 
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saw frequently at meetings? 

THE WITNESS: Yes, sir. I was personally 
introduced to Mr. Horowitz at the first meeting I 
attended. I saw him at ever other meeting I attended. 

THE COURT: Did that include these training 
sessions? | 

THE WITNESS: I did not attend these training 
sessions. The first Opportunity, the Sunday Step-up 


Meeting I attended and the final meeting at the 


THE COURT: And that was the last meeting you 
attended? 
THE WITNESS: Yes, sir. 


BY MR. GARMANSKY: 


| 
| 
Hilton was an Opportunity Meeting I attended. : 


Q Excluding the speakers at the meetings, did 
you have any discussion at Galaxy concerning the recruitment 
into Galaxy? 

A Yes. 

Q Who did you have that discussion with? 

A Mr. Quack and Mr. Horowitz. 

Q Tell the Court what Mr. Quack and Mr. Horowitz 
said to you and what you said to them? 

A Well, I expressed my uneasiness -- 


MR. GOIDEL: Excuse me. I am going to object 
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again unless it is established that they were speaking 
of one.of the defendants. You know circuitous ly “eo 

THE COURT: No, I think you are putting too 
much of a restriction there. Even though the Com 
mission has, as they say, agreed with a number of the 
defendants to accept their willingness to agree to 
injunctive relief, I still think it is encumbent on 
the Commission as part of its case against the 
defendants on trial to prove, one might say, the 
basic jurisdictional facts, and that is to say the 
nature of the transactions which the Commission 
asserts were a violation of law. 

Now, that is the predicate for encouraging a 
case against the three defendants on trial. In 
addition, of course, they have to show that the three 
defendants on trial were somehow linked to that 
operation and also whatever else may need to be shown 
to warrant the imposition of injunctive relief as 
against them. You don't disagree with that? 

MR. GOIDEL: I don't disagree with one word yo 
just said. 

THE COURT: I take it that the proof that Mr. 


Garmansky is trying to elicit from this witness, 


while it may have a bearing on the case as against 
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your client, clients, I guess you have two of them 
and Mr. Padilla, still I view it as more focus upon 


the jurisdictional facts of the nature of the 


Galaxy operation, in a general way. 


MR. GOIDEL: I appreciate all what your Honor 
is saying and i urge you to think about this -- 

THE COURT: Perhaps let me say from the 
investor's standpoint, this man is on the stand as 


a former investor for a period of time. 


aan) 
~« Leal “y 


5Samrla 
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MR. GOIDEL: we have tnis plural situation, let's 
tak ir. Wuack, ie coulu conceivanly be thought 
ef as acting in various capacaiies., ue coulu, for 
example, conceivavly we tought of as acting :5 an 
officer cf Galaxy Fooos. un tic Otner hanc, .e could 
be conceivably tuouyiit of actiny on ais own capacity 
as an inuepencent coutxractor. ue could ve thought 
of in otner capacitics. 

vhe witsess is avout to ciscuss From wnat 1 
yatner things thut orivanate from Hr, yuack's mouta. 
ix. yuack is not a party to tnis action. If it is 
established tnat vir. Jguaca at tuat moment was Speaxin 


as an officer of the corporation, fine, you won't 


near ah ovjection frum we, vecuuse an ofiicer of 


tue corporation ticoretically can bina his principel 
and it would wehoove ..« on cross~-exanination it I 
chose to do so, to briny tort testiaony tnat we was 
ot speaxing tor the corporation. 

i nave to know whether it i3 wceine alleged at 
chat moment tiat <r. Juack is speaking for clr. yuack 
or whether he is speaaing for tie corporation. 

It 1 learn he 1s speahkin, for ninself at tuat 
tine tuen L£ nave an oviigation co raise the objection 


of hearsay because he is not a party to this proceedin 


Deceylia - direct 

and the wnole would nold true for any otner allegeu 
participant, was he speaking for the corporation or 
for himself. 

If it is a transaction involving hnimsel* where 
he is going to derive tne venefit of and ha is not 
a party of this proceeding, then anything in that vel 
would be hearsay. an exception to the hearsay would 
have to be demonstrated, (1) being that he was Sspeaiing 
for the corporation in the noriial course of nis 
duties, as a corporate officer, but I think tney have 
to lay that foundation. 

MR. LERNER: I think Hr. Goiuel's comments 
are accurate to an extent. 


First of all, i don't think the witness can 


corporation. 


| 
testify as to whether Ar, uack was acting for tie | 
| 


‘he witness carfttestify as to what he wvelieves. 
The witness can't testify as to what may ultinateiy 
be Mr. Quack's apparent authority or actual autiority. 
The corporation may have held him out to is 
a particular person and ne may be acting within that 
apparent authority. ‘The same qves for Mr. iiorowitz,; 
if he knows what Mr. Horowitz's position was in the 


corporation, it would be legitinate for him to assune 
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Mr. Norowitz was acting for tne corporation wien dis- 


cussing Galaxy Foods. ‘This is a legal question whica 


would have to be argued in our voriefs. 

m. GOIDEL: Mr. Lerner jas appropriately said 
this witness could not testify. Perhaps I don't all 
toyether agree because certainly he wanted to testify 
about an agreement mauve between aim anc ilxr. (uack, 
individually, and circuitously that it is in the re- 
cord right now. 

lam aot here to tell tie SEC as to what tney 
should have done in preparing this case. Frankly, 
if I wanted to have testimony with regard to Mr. Qua 
and tiorowitz, I would have nad tuer. namea as party 
defendants and there would ve ne provlek -- 

WHE COURT: Is sorowitz a party defendant? 

Mm. GOIDEL: Yes, wut yuack is not. i provavl 
would have had Horowitz in Court and put him on tue 
stand and testify as to his relationship to the 
corporation. 

Iam not here to do that. 1 am here as an 
attoiney representing two clients anu when a yuestio 
is put that could impute ny clients, it is my uuty 
to ovject. 


M. LERNER: we nave a stipulation that he was 


Deceglia - cirect 
president of the executive voard. 
VUE COURT: 1. von'’t think mis vujection is 
directec toward any testinony «a: against weorowits, 
It is only as to .uack whose rule ere ig somewhat 


aubivalent inasmuci as there van gone mention of 


ations 


Mm. LERNER: I taink it is leyitinate anc 1 


| 
| 
wuack as having soe connection with warcnouse oper- | 
| 
| 
| 


tnink Mr. Goidel ia rigwit, that we ask tic witness 

if he believed Mr. wuack was wurhinyg tor tiie corpora- 

tion, wnether ue was an officer or corporate officer 

ef the -- Isn't so nuca nis opinion, was ne told vy 

quack that he had an official position wits tic corp-| 

oration. | 
I will permit tiat. was he ever tola tiuat by 


yguack? 


(ast question reau.) 


i 
bY ith. GAKMAIGAY: 
ae Mr. Deceglia, dic Mr. juack ever tell you waat 


nis position in Galaxy was? 
Yes, 
what did ue tell you? 
I can't tuink of tue exact title out i will 


describe it. ie was supposec to be in cnarye of setting up 


LGul 
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This is one thing. I am not sure it ie hae any other furncti 


his is waat tir.  .uack told you? 


{ 
a Luropean Operation, a European brancn of Galaay Foocs. | 


A Ynas -- well, ne told us and other people in 
the company told us, otuer weiwers of tne Galaxy organization, 
Mx. GOIDLL: i move to strixe that last state t 
unless the individuals are uescriver. 
& ctranyer caftwal., up to me and say, “1 was 
associated witn ‘'a'.” 
WHE COURT: I wall strike taat part of 
not as to what yuack told ain, 
QJIDEL: «ot as to what  suach told 
to his alleyed capacity with tie corporat.on,. 
Bik COURT; Riyat. 
GARMANSKY: 


vid you ever hear of tie Galaxy executive 


Yes, sir. 


pid Mr. yuack tell you he was a werwer of tuat 


I don't rewenwer nin saying that. 


pié Mr. uorowitz ever tell you his position 


beceglia - direct 
What did Mr. ilorowitz tell you? 
I don't remember tie exact title, sone nepulous, 
title. I can't really recull. 
bo you know whether or not Mr. iorowitz told 
you he was a manayer of tne Galaxy executive board? 
aN l can't remember wnat tne executive cCoard was, 
I don't remeuwer if liorowitz was part of tnat. 
we dnen did tuis conversation with Mr. Wuack aang 
Mr. norowitz occur? 
{UE COURT: bid sou mean you SyOnu to [lr 
and Mr. Horowitz together or separately? 
iL WITNUSS: I Lalieve we dia speak toyetuer. | 
ME COURT: When would that have been? 
THE wITNESS: ‘This occurred at leasttwice, 4 
believe, the first Opportunity Meeting ~- 


THE COURT: : tue Golden Gate? 


a 
YUE WITNESS: Yes, when [ first wot -tr. .orowl G2, 


Mr. Quack introduceu me to Ar. worowltz. 

Shi COURT: And it was at this tim: tiat ue 
wentioned this Zuropean branch operation? 

YHE WITNESS: 1 am not sure if it was at that 
time but it was brought out during the meeting, 1 
think, that several wembers of the Galaxy boarc were 


introduced and titles were given and 1 rememer 


° 


beceglia ~ uirect 

lic. guackh, it was saidu,was in cuaryc Of settia, uu, 
sume future Luropvan o,eration. 

Ak. GUlvuw: 
hnawates? 

we Ougut to 
WELEL wrear,. 
get's take a oreal for i, winutes. 


( - ¢ * 


cua ills j 


,LONCINUCL 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


Deceglie 
(After recess.) 
DIRECT EXAMINATION 
BY MR. GARMANSKY: (Cont.) 
Q Did you have conversations with Mr. Quack and 
Mr. Horowitz at both the opportunity meetings you attende , 
concerning the recruitment of people into Galaxy? 
A ys. 
Q What did Mr. Horowitz say to you? 
A I can't attribute any specific comments to 
Mr. Horowitz, but one or the other or both said these things 
and that was -- 
MR. GOIDEL: Unless he can identify which one 
of the two individuals made the statements, I must 
object. 


THE COURT: Well, I thought the question relat 


| 
| 
| 
| 
| 
| 
2 


to Horowitz. 

Did I mishear? 

MR. GARMANSKY: 1 asked him what Horowitz said 
to him, both Mr. Horowitz and Quack were present at 
these meetings and ehe witness replied he cannot 
attribute -- he has no independent recollection. 

He knows both werg there but he cannot say 
whether it came out of Mr. Horewitz or Mr. Quack, but 


both were present and this was right after an opportunity 


SS eee 
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meeting concerning the operations of Calaxy and both 
people were part of Galaxy. It should be allowed to 
be admitted or the witness can testify that the one 
person or the other person disaareed cr said something 
not contrary. 

It should be allowed to come in. 

THE COURT: You say you are unable to sparate 


in your own mind, at least at these meetings what 


THE WITNESS: Yes. 

THE COURT: Well, all right, I will overrule 
your objection with respect to these limited meetings 
he had with Horowitz and Ouack, to sce what he says 
here. 

Go ahead. You tell me what, naturally I would 


like to have any scecific conversations, but if the 


best you can do is the substance of it, I will permit 
you to state that. 

THE WITNESS: T had expressed some doubt in 2 
mind as to whether I could influence people enough to 
get them to join Galaxy Foods and 1 was told, I can 


say Mr. Quack told me snecifically wh -re, how and why 


Horowitz said to you or what Quack said to you. 


4 
selenite minaret - 
Fenestra ue ssn nce 


I should meet people and try to vet them iown to the 


meetings, basically and what he said sas, wherever you 
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| 
meet people is where you can find people who will be | 
ini erested in making some money and joining an vedentel: 
tion like ours. | 
BY MR. GARMANSKY: | 


Q ANy specific exampies given where to find thes 


| 
| 
A Yes, Mr. Quack yave one example. lie got sameon 


to come down who had beer driving a taxicab. 


He said in driving he had struck up a conversa- 


meeting. He got the man to come down and ultimately to inves! 
Q Did either Mr. Horowitz or Mr. Quack tell you 
what to say to an individual to try to yet him to attend a 


Galaxy meeting? 


tion with the driver and said, why don't you come down to sts 
i 


A Basically ( was told not to try to sell the 
company and its whole plan in its entirety in any initial 
meeting with a prospective investor. My function, as ! saw it, 
was to bring the prospective investor to an opportunity meeti 
where he could see a formal presentation and all the facts 
given to him in a coherent way. 

Q Now, could you piease tell us what did you 
perceive your role to be in Galaxy vis a vis potential 
investors? 


BR As I saw it my role was to try to get people to 


LGe7 
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come down to meetings where they could be given a normal 
presentation, the sneakers who were able to feel «uestions 
would be able to present the plan to potential investors. 

Q Mid your association as a field ianager with 
Galaxy terminate at any time? 

A Yes. 

() iow long were vou associated with Galaxy? 

A I den't recall the exact date when I signeu the 
contract. It was sometime in the fall of 1971 until May of 
1972. 

Q Viould you please describe to the Court how your 
association with Galaxy terminated? 

A I received a phone call from Mr. Horowitz one 
day. He informed me there was some legal problem in ay being 
a New Jersey resident and holding a field management in 


Galaxy Foods which was in New York. 


At that time he said I could do one of two 


things, pull mv funds out, my investment out of Galaxy or if 
I could give him a New York address, to establish some New 
York residency I could stay with the company. 

I asked him to give me a week to think it over 
and in a few days I called him back and informed him that [I 
wish to draw my investment or witiidraw my investment. 


Q Where were you whén Mr. Horowitz called you? 
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A At home in New Jersey. 
Q You then subsequently called “r. Horowit: and 


told him you wished to have a refund of your investment: 


| 


A Yes. 

Q Please describe to the Court exactly if you did,, 
how you received your refund? 

A I was asked by “Mr. Horowitz to visit the Galaxy 
offices in Brooklyn and at that time he would give me a refuhd. 
He also asked me to bring my copy of the contract with me. 

Did you go down to Galaxy's offices? 
ries 
When did you go? 


I believe it was May 3rd, 1972. 


Who did you see when you arrived at the offices % 
I saw Mr. Horowitz, specifically, and I also ra 
into Mr. Quack. 
Q Would you please describe what occurred at the 
Galaxy offices? 
A Mr. Horowitz gave me my refund in a check form, 
$600 refund. . 
Q Please tell the Court why you only received 
$600 on a $1,000 investment? 


MR. GOIDEL: Objection. It has been establishe 


that he got $400 immediately after he joined the 
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organization. 
THE COURT: I am not so sure -~- 
MR. GARMANSKY: I don't know how if that is so 


the witne¢s cannot explain that. 


THE COURT: Where is that narticular exhibit 


that had been admitted concerning that? 
I will take his explanation en that. 


(Continued on next vage.) 
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Q The question was, Mr. Deceglia, please tell | 
us why you only received $600 back on a $1,000 investment? | 
A Because, in fact, that was all the money if 
Spniebets The other $400 was returned to me by Mr. Quack | 
as an inducement to join Galaxy. 
MR. GARMANSKY: At this time I would like 
to mark aS Plaintiff's exhibit 30, a check stub from 


Galaxy Foods, Inc., with the anount of 9600 on it, 


dated 5/3/72. 


evidence would be the check, not the check stub. 
THE COURT: Have you got the check? 


MR. GARMANSKY: Your Honor -- 


i 
MR. GOIDEL: Your Honor, I think the hest 


THE COURT: I'm sure if you had it, you would 
have it here. | 
{R. GARMANSKY: I d@id look for the check. I | 
may have it in the office. 

THE COURT: If see. 

MR. GARMANSKY: I wish to show this document 
to the witness to get his recollection. 

THE COURT: Well, of course, the witness 
wouldn't have seen the check stub, would he? 

*R. GARMANSKY: Yes, he did. It was 


attached. 
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THE COURT: You mean it's one of 
coupon -- 

“AR. GARMANSKY: Yes. 

THE COURT: I see. 

MR. GARMANSKY: would also like to mark 
as the Commission's exhibit 31, another checkstulh 
dated 5/3/72 for $409. 

THE COUKT: What vas the agreement? 

THE CLERK: The first one 

MR.GARMANSKY: 29 was the agreenent, your 
ionor. 

THE CLERK: The first one is Plaintiff's 
exhibit Number 30. 

The second checkstub is Plaintiff's exhibit 
31 for identification. 

So marked. 


(So marked. ) 


Q Mr. Deceglia, do you recognize what has been 


marked for identification as Plaintiff's exhibit 30? 


A Yes. 


Q Would you please tell us what it is? 
A This is a stub which was attached to the 
check which was given to me as a return for my investment 


in Galaxy . 
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Q Do you recollect what has been marked as 


Plaintiff's exhibit 31 for identification” 


A Yes. This is a similar stub attached to 


another check for $400 which was a return of commissions 


for field manager residing outside of New York. The check 
which was attached here subsequentlv, subsequently vent 
back to Mr. Quack. 

2) Thank you. 

MK. GARMANSKY: I'd like to offer into 
evidence what has been marked Plainttif's exnibit 
30 and 31. 

THE COURT: Do I understand that you #ndorsed| 
that check over to ir. Suack? 

THE WITNESS: I an not sure, but that's -- 
I'm not sure whether that was -- 

THE COURT: In other words, you reallv 
received two checks? One for 3600 and one for 
$400? 600 was the return of your investment ? 

THK WITNESS: Right. 

THE COURT: 400 was the raturn of the 
commissions? 

THE WITNESS: Right. 

THE COURT: That had heen earned outside 


New York? 
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THE WITNLSS: Yes. 
THY COURT: which vou trans ferred 
isn't that so? 
WITNESS: I'm not sure if that is what 
happened, whether the check vas made out to ie or 
Mr. Quack is not clear in my -iind. 


But the check ultimately vent to ir. Guac’. 


Whetier i endorsed it or whether it was made out to 


him, ~ am not sure. 

CLERK: Plaintiff's exhinit 30 ans 31 

in evidence, 

marked. ) 

GARMANSHY: ‘Your ‘ionor, the books and 
records which were :'‘aried as ‘iefendant's exhibit 
defendant's exhibit “% reflect that these two checks 
were made payable to ir. Dececlia. 

THE COURT: That was my recollection. 

AR. GARMANSKY: That's correct, your ‘lonor. 
Q Now, dr. Dececlia, what dic vou do with your 
copy of the contract at this tine? 

A I aave it back to jr. liurwitz. 

9 ir. Decéalia, after this refund cf your 


investrent which you just describeu, (i ou have any 


further dealings with Salaxy? 


Neceqiia-di rect 


No. That terminated my, association with the 


vou @am any monev at all in Galaxy? 

No, I didn't. 

MR. GAKAANSKY: ‘fe have no further auestions, 
your iionor. 

THE C : T'4 like to aS8k tir. Dececlia 
a few questions. 

I realize that your perioc with Galaxy wa» 
relatively short. Oo I understand that at the tiie 
that you vere versuaded to invest in Galaxy, you 
had come around to the point of view that this kind 
of retail food distribution was a «ood idea? 

THE WITNESS: Well, initially I did have some 
skepticism. But, as you sav, [ did eventually 
decide that for a relativaly aiall investment, the 
possibility for a large return vax fairly mod. 

THE COUKT: Now, when vou apeak of a small 
investment and a iarge return, dia you contemplate 
that you would expend future efforts in the 
organization of some kind? 

THE WITHESS: Yes. I thought with a 690 -- 


an initial $6290 investrent, ail I had to do was cet | 


twe people to join and I would meke mv initial numed - 


ment back. 
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In that sense I didn't think it vould ve 
very difficult to cet two people to join. And 
anything beyond that would be -- 

THE COURT: Gravy? 

THE WITNESS: Pure profit. Yes. 

THE COURT: But did you have in mind, though, 
any additional activity, other than recruiting 
two people? 

THE WITNESS: Well, ultimately, when the 
retailing business started, I would assume that 
through trainina or other means, I would be able to 
get customers, people to buy food, and thereby 
build up a retail organization. 

THE COURT: Well, was that your understanding 
of how the plan would eventually work? 

THE WITNESS: Yes. 


THE COURT: That is to say, you would be calle 


upon to exert some efforts to develop either 


Girectly or indirectly through any sub-franchisee, 
a consumer market for the services offered by 
Galaxy? 

THY WITNESS: Yes. ‘Yirat'un right. 

THE COURT: But after this December meeting 


at the Hilton -- I noticed that -- dic you embark 


Deceglia-direct 


ae 


or undertake any efforts after that Decemer meeting 
THC WITNESS: Wo, I didn't. I took a 
relatively subdued role. I didn't pursue it in any 
way. I did talk to some people about the investment 
possibilities, but I did not succeed in getting 
anyone to join up. 


THE COURT: I see. 


Did you get anyone to attend the meeting at 


THE WITNESS: No. I don‘t think I really 
pursued it with enough vigor to get anyone down 


there. 


THE COURT: You were actuallv pursuing full- 


| 
| 
i 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
i 


time employment at Bell? 


THE WITNESS: Yes. 
THE COURT: All right. 


Mr. Goidel, do you want to start a few 


questions? 


“AR. fs Yes, sir. 


BY MR. GCIOEL: 
Q Did you, however, understand, in order for 


you to derive any benefits or any reruneration from Galaxy 


| 
| 
| 
| 
CROSS =XAMINATION | 
| 
loods, that you would ultimately have to perform services 


Neceglia-cross 
of some sort? 
A Yes. 
Q Sir, I only have a few questions to ask vou. 
Several times during the course of your 
testimony in answer to a question, you stated -- and I am 
trying to quote you -- “My New Jersey address," 
And am I to infer fron that, sir, that you 
also had a New York address? 
A I had whatever address i tad before I moved 
to New Jersey, ves. 
Q What was that address? 


A Exact address? 


| 
q 
i 
| 
| 
| 
| 
| 
| 
i 
| 
| 
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Q Yes. 

A 401 4th Avenue, Brooklvn, tiew York. 

Q Was that an apartment that you maintained or 
that your family maintained? 

A dy family 'ived there. 

2 Did you continue to utilize that as an 
address subsequent to moving across the river to New Jersey? | 

A No. All my future correspondence, whenever | 
I esta@lished new correspondence, I qave my New Jersey 
address. Whatever mail went to my narents' home was junk 
mail, nothing of any importance. All my important mail was 


-~ for example, my school mail, went all to my New Jersey 
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address. 
iow about your registration for voting? 
tT was reqisterec in ‘lew York, yes. 
Now, sir, ' believe vou said “nat the now 
Mrs. Deceglia, who was then your fiancee -- 
A Right. 


Q -- gave you the money to invest. And I 


don't recall if you said for her, but in your name or what? 


A The investment was made in my nane. She 
gave me $1,000 out of her own noney. 

3 Was this investment that you made considered 
by you to be your investment or her investment? 

A Well, in effect, it was our investment. In 
other words, we nad planned to marry, and we did subsequently 
marry. However, my name alone was on the contract. 

Q I understand. But did you assume that at 
that moment until such time as you ¢’u marry, that tnat 
investment that you held was for the beneficial richt of 
your then fiancee? 

Yes. 

And if you had not married and you received 
this thousand dollars, in return for that thousand dollars 
that you had invested, would you have returned It to your 


wife? 


® 
e 
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MR. GARMANSKY: Objection, vour Honor. 

THE COURT: Well, let me see. ead the 
question. 

MR. GOIDEL: Your Honor, I am qoing to--- 
I am asking a hypothetical, your Honor, I agree, but) 
I am asking a hypothetical that qoes to the state 


of mina of this individual as to what he believed 


this investment was for and for whom this investment 
was. 

MR. LERNER: Can we get to the relevancy of 
ali this? 

MR, GOIDCL: Yes. The relevancy is whether 
or not this was the sale -- actually a sale to a 
non-resident. 

MR. LERNER: Galaxy sold tis franchise to 


aron-resident. That's in the testimony. 


MR. GOIDEL: Well, the question is, did they 


sell to a non-resident. And that's questionable 


now that his voting address is established. hid 


they sell to a non-resident or seil to a resident 


of the state, put to have it held by the non- 


resident for the beneficial rights of the resident. | 


MR. GARMANSKY: Your Honor, the testimony is 


that Galaxy was -- that the Galaxy franchise was sold 


ee eee eee em tra ee eee ee ee 
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Deceglia, a New Jersey resident. 


MR. GOIDEL: JT understand what the testimony 


MR. GARMANSKY: Let me finish. 

AR. NEL: This is cross examination. 

AR, ¢ USKY: Tat me finish. I understand 
what it is. 

Your Honor, the testimony is that Galaxy 
sold it to Mr. Deceglia with a New Jersey address. 
It is irrelevant whether or not there was any 
understanding with ‘ir. Deceglia and his wife, who 
would get what if they didn't marry. It's what 
Galaxy knew at the time. This is ali irrelevant. 
Unless Mr. Deceglia brought this out with the 


management of Galaxy, perhaps, but otherwise it is 


It was what Galaxy knew at the time. 

THF, COURT: T'm inclined to agree with that, 
Mr. Goidel. 

MR. GOIDEL: I can only reconstruct that if 
it were in reverse, that the Securities and 
Exchange Commission would be standing on their feet 
screaming that a sale was made to a non-resident 


aven thouch the certificate av have heen handed over 
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to a resident who held it beneficially for a non- 
resident. 

MR. LERNER: Your Honor, that is true. That 
is the law, your Honor. But the fact is that the 


converse isn't necessarily true. 


(continued next page.) 
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MR. GOIDEL: We don't know yet. Just might ina 
That's something for me to establish. But first I 
must get out the facts. 

THE COURT: Well, as I understand it, he's 
already answered your question to the effect that 
considered the investment "ours", meaning both. 

MR. GOIDEL: If they were to marry. 

THE COURT: If they were to marry. 

MR. GOIDEL: But as of that moment ~-- 

THE COURT: I don't know about the “if" part of 
it. He said they expected to marry. 

MR. GOIDEL: 7 wx asking now if they had not 
married -- or I asked that previously, that had they 
not marricd, would he have it considered his wife's. 

MR. LERNER: Let him ask if there was a dis- 
cussion between the parties. 

THE COURT: All right. 

MR. GOIDEL: All right, let me take it a 
different way. 

THE COURT: If you want to explore if there wag 
a discussion, that's one thing. I think the hj;po- | 


thetica) as you called it is really speculation. 


MR. GOIDEL: All right. 


You had a meeting at your prospective in-laws' 


? Dbacogije cronn/Goide) 
home at which time you were introduced to this situation; is 
that right? 

A Yes. 

Q Was your prospective bride there? 


Yes. 


And her parents? 
Yes. 
Mr. Quack? 
A Yes. 
Q Was a discussion had at that time concerning 
whose name to list or to register the franchise in? 
A No. 
Q What was said? Do you recall? 
A In that respect, nothing was said. 


Q Was anything ever said to the corporation or 


to Mr. Quack or to Mr. Horowitz or to any of these people 
whom you have mentioned before -- was anything said to them 
at all about you having receivec the money from the future 
Mrs. Deceglie?” 
A Nothing at all. 
G - Nothing at all. Okay. 
Now, you say you voted in New York State? 


Yes. 


Or that you were registered to vote in New York 


3 Deceglie-cross/Goidel 
State? 

Yes. 

Did you vote in that election? 


A Which election? 


Q Well, you joined in the fall of 1971. So that | 


would be November of 1972? 
A That's correct. 
Q Where did you vote? 
MR. LERNER: He didn't testify he voted. 
THE WITNESS: I don't think I did. 
Q I'm sorry. I thought my question was, in 
November of 1972, did you vote? 
COURT: ‘°72? 
GOIDEL: ‘71, I am sorry. 
MR. LERNER: Was there an election, I think 
should be the first question. Was there an election 
in ‘7. 
MR. GOIDEL: There ie an election for every 
November for some office. 
MR. LERNEF:: Okay. 
MR. GOIDEL: For something. 
THE WITNESS: I don't believe I did. 
Q Okay. When did you register to vote in! 


Jersey if at ali’? 
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A I did. And I don't recall exactly when I 
registered. 
Q De you recall what year? 


A No, I don't. 


Was it in 1971 or would it have been later tha 


ere 


A Possibly later. I don't think I voted in that | 
election. J probably voted in the '72 election. in fact, iff 


that was the Presidential election, yes. 


\ 
| 
| 
THE COURT: ‘72. | 
| 
| 
| 


THE WITNESS: Yes, I did. I definitely voted. 

Q In New Jersey? 

A In New Jersey in ‘72, yes. 

Q But you don't recall when you first ieetanaeeel 
to vote in New Jersey? | 

A Whatever the registration period was preceding | 
the '72 election. That's when I registered in New Jersey. | 

Q Were you full-time employed at that time in 
712 


Yes. 


When you moved? 
Yes. 
And your wife to be resided in New York? 


Yes. 
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Q cid you live at all in the State of New York 
during that period of, say, 5, 6 months that you were a 
franchisee? d 

A What do you mean by live? I occasionally -- 

Q Sleep. 


I slept at my parents' home on many occasions. | 


Many occasions. 
Did you maintain any savings account or checking 
accounts in New York? 
A Yes. I had one savings account. 
Q When was that ultimately moved from New York, if 
at all? 


It was never moved. 


It's still here? Here in New York? 

Yes. 

MR. GOIDEL: I have no further questions. 
THE COURT: Let me ask you this question. Was | 


it expected that if you retained this investment your | 


wife would become the activist in the operation? 
THE WITNESS: I don't think we ever reached any 
kind of agreement like that. 


THE COURT: Something that she could do while | 


being a housewife. 


H 
! 
| 


THE WITNESS: I don't think she ever intended to 


| 
| 
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a housewife. 
THE COURT: I see. She was also employed? 
THE WITNESS: Yes. 
THE COURT: And is? 
THE WITNESS: Yes. 
MR. GOIDEL: One other question, if I may. 
CROSS-EXAMINATION 
BY MR. GOIDEL: (Cont.) 
Q Were you married at the time of the refund? 
A Yes. 
THE COURT: All right, he was. 
MR. LERNER: Now you know who got the money. 


CROSS-EXAMINATION 


BY MR. PADILLA: | 


I only have one question. Mr. Deceglie, do you 


No, I don‘t. 

Did you ever hear my name before today? 
A Yes, I did. 
Q Did you ever hear my name during your 


association with Galaxy Foods? 


A Not during the time of my association. 
MR. PADILLA: That's all. Thank you. 


THE COURT: Well -- 


PM next 


” 
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MR. GARMANSKY: No further questions, your 


THE COURT: All right, Mr. Deceglie, you are 


free to go. 
(Witness excused.) 
THE COURT: All right. 2. e' clock, 
What did you say? 


MR. LERNER: Could we start at 2 o'cloct. 


THE COURT: Yes, 2 o'clock. I will be willing 


to start at 2. 

MR. LERNER: Fine. The earlier the better. ih 
have a witness ready right now. 

THE COURT: All right. 


(Luncheon recess taken.) 


AFPTERIOON SESSION 


2:00 p.m. 
MS. MYSLIWIEC: Plaintiff calls Mr. Branch 
Simmons to the stand. 
coe S:1M HON S, residing at 23 . 


Jefferson Place, Hempstead, Long Island called on 


behalf of the plaintiff, having been first duly sworn | 


by the Deputy Clerk, testified as follows: 

THE CLERK: What is your full name for the 
record. 

THE WITNESS: Branch, Ber-a-n-c-h Simmons, 
S-i-m-m—o-n-s. 

THE CLERK: Thank you very much. Wili you 


kindly take the witness stand, sir? 


EXAMINATION 


MYSLIWIEC: 
Q Wiil you state your name for the record? 
A Branch Simmons. 
And your address? 
23 Jefferson Place, Hempstead, Long Island. 


What is your educational background? 


llth grude. 
And your present employment? 
Trygon Flectronics. 


In what capacity are you employed by Tryqon? 


A 
Q 
Poods, Inc.? 


A 


rot 


we 


And what were 
Galaxy? 


A 
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Prototype technician. 


Did you ever hear of a company called Galaxy 


Yes. 
When for the first time after July of 1972? 


the circumstances under which you heard about 


By two men approaching me at a light at 


North Pranklin Street in Garden City and asking me whether 


I would like to make a lot of money. 


They didn't announce any names. They just 


asked me whether I would like to make a lot of money. 


Were you in a car at that time? 

Yes. 

Were they in a car at that time? 

Yes. 

Do you know who those two men are? 
Yes, I know who they are now. 

And you didn't know them at the time? 
NOe 

But you subsequently found out who they were. 
Yes, later that night. 

Can you tell us their names? 


Arty Shevack and the other one was Veter. I 
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don't know his last nare. 
9 Do you recall whether it was Peter 
A TY don't remember his last name. 
Now, did hoth gentlemen speak to von? 
Yes, but mostly Arty Shevac}. 
this was while vou were ridina 
at a light? 


A 


.@) did “Mr. Shevack say to you about Galaxy 


A Would you like to make a lot of 


said, “yes, doing what?" 
Q What was his response? 
A He says, “Come and ao with me. 
Q Go where? Did he say? 

Ye said -- in the heginnine he asked me where 
was the Hempstead Motor Inn. So I told him it was in 
Hempstead down on llempstead Turnpike. knew where it was. 

I told him how to get there. Then he said, 
"Would you like to make an awful lot of money?" 


So. Tt said. “Ves. 


So he said, “ust show me where the 'icmrstead 


Inn an? then 1 will exnlain it to you.* 


Q Nid you show him where it was? 


Simmons<cirect 
Yes, I did. 
Dici you proceed to the Hempstead ‘fotor Inn? 
Yes. 
Did Mr. Shevack follow in their car? 
Yes, in his car, yes. 
Q Can you tell us what huppened when you aot to 
the Hempstead Motor Inn? 
A Yes sir, we got out of the car. He was 
talking. He gays, “Come on inside. Let's co downstairs. 


They are having a meeting downstairs." 


So we went downstairs and they vere explaining | 


| 
how you can make $60,000 or more by investing into Galaxy | 


Foods. 

Q Now at this meeting, do you know what type of 
meeting this was? 

A I later learned it was called an opportunity 
meeting for Galaxy. 

Q And it was run by Galaxy Poods? 

A Yes. 

Q Did you attend any other meetings -- 
opportunity meetings run by Galaxy after this first meeting? | 


A Yes. 
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Approximately three or four. 
resent during this 
opportunity Hempsteac 
Motor Inn? 
A Yes. 
@) Was Mr. Shevac* present at the other opportunity 
meetings you attended before you joined? 
A Yes. 
Q Where did you sit at this opportunity meeting? | 
A IT sat appruximately in the middle of the 
room that we were sitting in. 
9 Where did "tr. Shevack sit? 
A Next to me. 
Q Can you tell us what transpired at the first 
meeting you attended before you joined Galaxy? 
4 There would be someone come up and explain aie 
you can invest in Galaxy. They would announce an iiiieuaiade 


into Galaxy. They would start to explain how you can make 


Q Do you know the names of any of the speakers 


| 
| 
| . 
$60,000 by investing intc Galaxy and thereby-- | 
| 
| 


at this first meeting? 


| 


A Y later learned Ralph Martin was one of the | 
| 
{ 


speakers. 


QO o vo knew the names of any other speakers? 
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A Arty Lee, Steven Roth, and Charlie Horowitz. 
That is all I remember. 

Q Do you remember which speaker mentioned the 
amount of $60,000? 

A Arty Lee. 

Q Now, can you tell me how the $60,900 was 
presented to you or explained to you? 

A By figures on the board, by figuring out 
how much percentage wise after Galaxy was delivering to 
their customers, you would get so much percentage wise 
from their customers buying through Galaxy. 

Q What did this $60,000 repreeent to you? Did 
they explain this was salary? 

A Yes. 

Q pid they explain at the meeting? Did any 
speaker tell you about other ways that you could make money 
by joining Galaxy? 


A In joining Galaxy if other people came down 


to invest into Calaxy at an opportunity meeting. 


Q This was explained at the first opportunity 
meeting at which you were present? 

A No. 

Q When was this explained to you? 


At the second opportunity meeting that TI 


| 
| 7 Sirmonsecdirec? 
| 
| 


attended. 

Q Before you joined? 

A Riqht. 

Q Do you remember who explained how you could 
make money by getting people to invest in Galaxy? 

A Ralph Martin. 

Q Now, when the fiqure of $69,000 was written 
the blackboard, was there any response from the audience? 

A Yes, there was some aplauding and cheering. 

Q Did you see Mr. Shevack splantins’ 

A Yes. 

Q Did you observe him at every opportunity 
meeting where both of you people were present? 

A Yes. 

Q What was his response at each meetino? 

A He would applaud. 

Q At every ilies 

A Yes. 

Q Did you see anyone else who was ervloyed by 
Galaxy responding at this meeting? 

A Yes. 

Q Did you observe where the cheering or ibitduede | 


ing would start when the fiqure of $60,009 was written on 


the blackboard? 
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A It would rtart in -- they would be all around 


because some of the people from Galaxy would be all over the 


room. 

1@) Did this figure or $69,009 influence you to 
join Galaxy? 

A Yes. 

Q Was anything else discussed by the speakers 
at these first opportunity meetings you attended before you 
joined? 

A What was your question >lease? 

Q Was anything else discussed by the company 
speakers at the opportunity meetings before you joined? 

A Not that I remember. 

Q Did you have any conversation with Mr. 
Shevack at these opportunity meetings? 

A After the meeting was over he and I would 
stand in the lobby or the hallway and talk, yes. 

Qo Did you have a conversation with him at the 


first meeting that you attended at Hempstead “Motor Inn? 


i 
| 


| 
{ 
| 
| 
| 


MR. GOIDEL: Objection your Honor. I cuink it) 


has already been testified to, any conversation that 
was follwing the meeting. So I take it your 
question is did you have a conversation with him at 


the meeting means after the meeting. 
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MS. MYSLIWIFC: I will rephrase the question. 
O You told us your conversation with Mr. Shevack. 
Can you tell us where it physic lly took place on the 
premises, your first conversation with tir. Shevack 
followina the first opportunity meeting? 
A In the lobby of the Nempstead Motor Inn. 


Q This was after the speakers had concluded 


their speeches, you were in the lobby of the Motor Inn and 


had a conversation with ‘ir. Shevack? 

A Right. 

Q Can you tell us what you discussed in that 
conversation with Mr. Shevack? 

A He explained to me how T could earn $60,000 
or more by investing into Galaxy. by envesting, and then 
Galaxy would recruit customers and sell to them over the 
rudio and with paper ads. 

And I would get a percentage of cach custcmer 
that was brought into Galaxy. 

Q Mr. Shevack said that Galaxy itself would 
recruit custc:ssers? 

A Ye3. 

Q These custoiors would be qiven to you? 

A Yes. 


You would «arn money on any food that these 
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customers bought? 
A Right. 


Q Was this how ‘ir. Shevack explained the fiqure 


of $60,000? 
Yes. 


(9) Did he explain any other reans of makina money 


i 


in Galaxy? 


A By havinad -— to invite someone into arn 


opportunity meeting anid then they would possibly join and 


invest, and ther I would cet a rercentade of their investment. 


() Did he exnlain how this was done? 


od 


(Cont'd on next nade.) 
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A He explained just have them come down to an 

opportunity meeting. That is all he explained then. 
And they would have them join, get them to 

join. 

Q Did he say what the importance was of getting 
them to come down to an opportunity meeting? 

A Yes, to get them te come. 


Q Did he explain what the importance was of 


getting them to come, or what would happen after they came 


to an opportunity meeting? 

A He would talk to them’ and try to get them to 
invest into Galaxy. 

Q But all you were supposed to do was to get 
them to come to the meetinas? 

A Toa come to the opportunity meeting, yes. 

Q Did he explain what you were supposed to tell 
these people in order to qet them to come to an opportunity 
meet ina? This is Mr. Shevack now? 

A Yes, he explained that TIT was only to invite 
them into the opportunity meeting, to make $60,000 or more 
just wy invitine them in and they would explain how it was 
to be done. 

oO Okay. New aside from making money on the 


retall operations ant gettin peonle to tnvest in Galaxy 
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did you have any other conversations about the operation of 


i 
| 
Galaxy Foods with tr. Shevack following this first conti 
| 
{ 


meeting? 
A Any other? 


Yes, were any other tovics discussed about 


If I invested would T be able to qet my noney 


And he said, “Yes. It is a quaranteed 
investment." 
) This is what he explained? 
A yes. 
Did he tell you what he meant }v a quaranteed 
investment? 
A Yea. 
What did he say? 
A We said if I invested and ° didi 


in Galaxy that Calaxy would buy back rv 


9 hid you find out about this * bach aqroement 


any other source besides Mr. Shevack? 


A euaAranteest inweateant, stat 


vou wanted to sec. 
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Q Do you remember who said this to you at the 
Sunday step up meeting? 

A Arty Lee. 

Q I would like to show you what has been 
previously marked in evidence as Plaintiff's Fxhibit 14A, 
a newspaper advertisement in the New York Daily News, did 
‘you ever see a copy of this newspaper advertisement? 

A Yes. 
Q pid you ever discuss it with Mr. Shevack? 

NO. 


you ever discuss it with anyone in the 


No. 
What did you understand by the reference to 
e guaranteed investment in Plaintiff'@e Exhibit 14A? 
A That it was a guaranteed investment. 12.1 
didnt' want to stay in they would buy off my franchise. 


Q Did you understand by the -~ by quaranteed 


buy back agreement what portion of yeur investment was 


quaranteed? 

A Not the full sum. But I would qet at least 
1800 dollare back, but not the full awm. 

0 How much did you invest in Galaxy? 


AN $2,009, 


=-eensnroenaenestreepteces enna eosin “arent 


stapes atone nos neon cease datsnrncrensonetaeaa eooaiepnamrenanoanee Moonen 
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6, Now, you testified as to your conversations 
with Mr. Shevack following the first opportunity meeting. 
You have also testified that Mr. Shevack was also present 
at the other opportunity meetings you attended. Pid you 
have any further conversation with “Mr. Shevack at the other 
opportunity meetings? 

A Yes. He would always talk to me to try to 


get somebody to come down to an opportunity meeting, yes. 


Q Did you have further conversations about the 
Operation of Galaxy Foods before you joined Galaxy? 
A I asked them when would they start detivering 
and he said arproximately another month. 
Q Now, can you fix a time when you had this 
conversation with Mr. Shevack? 
A After a meeting at the Hempstead Holiday Inn. 
Q Oh, so the next meetina after the Nempstead 
Inn was the "Woliday Inn? 
A Yea, ridht, the Holiday Inn. 
ow soon after the first meeting waa thia? 
You testified the first meetine was approximately 
in Jane of ‘72? 
The next week [ would say, aoproximately 7 
days from the firat 


wae slao in Soproxmimately June «af 1°72? 
3 " 
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Mr. Shevack said they would start deliverira in 
about a month? 
A Yes, about. 
9) Is that your testimony? 
Yes. 
Did they in fact start food deliveries? 
A No. 
Q Did Mr. Shevack tell you any subseauent day 
when they would start delivering? 
A Yes. 
.@) In personal conversations with you? 
A Yes. 
Q Do you recall when you had these personal 
conversations? 


A After an opportunity meeting at the Holiday 


Q And did you have subsequent eonvergetions 
about the food proqran? 


A After the third meetine that { had down at 


the wharehouse on Sunday he shows? me aroun? in the ware- 


house ard then I decided 1 would invest. 


o Are vou referring to a Sunday stern up meatina? 


A Yer, a Sunday aten we reetine. 


How many Surctav step un meetines did vou 
ei at i q t 


Simmons-cirect 
attend before you joined? 
A I think one or two. TI am not sure. 
9) Do you know what a Sunday stepn up meetina is? 
Yes? 
Q Can you describe what took place at some of 
the step up meetings? 


A Yes. At the Sunday step up meeting every 


field manager and distirbutor would come down to a Sunday 


step up meeting ad would get paid for having an investor to 
invest into Galaxy Foods. 


a] Did anythina else happen at a Sunday 


A Yes, They would always have a guest to come 
up and hand out checks. And announce how much the checks 
are that tomeone would be cettingd for having investors to 
invest in Galaxy. 

9, Woul:) there be cheering anc apelause when 
these checxs were handed out? 

4 Yes. 

4, Would thia influence you to 

Yidoetion, 
? helieve this calis for 
sone luaior in the witresn’ owe mind as ta why he 


Hy ag! 


urechaae? &! yenteent in “alany os 
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MR. GOIDEL: Your Honor, he can testify to 


facts. He may also testify to what he did vis-a-vis, 


{ 
| 
| 


the purchase. 

But I do not think he has the right to 
characterize somebody else's statement in relation 
to his reacting to it. He can give the facts, and 
whatever inferences is to be drawn can be drawn. 

THE COURT: Well, it is a difficult iine to 


draw but I do feel it is essentially the type of 


answer that might well be regarded as self-serving. 


You might inquire as to what attention he 


paid, if he paid any attention to it. Obviously he 

said he heard of it. Is that what he was listening 

to? 
MS. MYSLIWIFC: All right. thank you. ‘viext 
question, 

Q Now, you say that quests would be asked to 
come up and read off the amount of money that individuals 
had made from getting people to invest in Galaxy? Ts that 
correct? 

A Yea. 

G No you remember any of the anecific cireum- 
stances where quests did this an’? any of the aeeoci fic 


amaunts that people made? 
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Yes. 
Can you tell us? 
$2500 down to $250, there was amounts to be 
handed out, 
Q Do you know any of the investors who received 


checks for bringing people into Galaxy? 


A Do I know any of the investors? Yes. 


Q Who? 

A Dave Roberts was one. Albert Jackson. That 
is all I know personally. 

a] Did you have any convei jation with them 
personally about their success in Galaxy? 


A Yes, 


(Cont'd on next page.) 
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Q When the existing investors that were picking 
up checks were up in the front of the room, did they say 
anything when they picked up their checks? 
A Yes, they would say that they have only 


been in Galaxy just a short period of time and how much 


money they have eared in this period of time since with 


Galaxy. 


Q Was there any response from the audience 


when they were saying how short a time they were with 


Galaxy and how much money they earned? 


There would be cheering and applauding 
audience. 
Did you cheer or applaud? 
lo. 
The 5 checks handed out to existing 
investors, was there anything else that transpired? 
A They would ask, was there any monay in the 


ca 


would aay, “I srell money in the room. 
What would hapren? 
Weuid you like to bring it up front now?" 


Did you observe any people come up and 


7 


bring their roney up to “alazy” 
A Yes, 


To join Galaxy? 
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A Yes. 
Q Was there any response from the audience when 
they brought this money up? 
A There would be cheering. 
Q Did there come a time at ih# Sunday step-up 


meeting when all new guests were asked to stand? 


A Yes. 

Q What happened? 

A They were asked, how many of them would like 
to become an investor in Galaxy earning $60,000 or more a 


year. 


| 
| 
| 
| 
| 


Was anything else said® 

(No response. ) 

Or was anything else asked of the new 
ques ts ? 

A ow many are ready to join today. den are 

you going to jcin? 

Was anything else asked? 

NO. 

Did people join Galamvy at the time? 

Yas. 

Nat «as the response from the audience 
when people ioined Calaxy? 


7%, od epee Pa! 
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For both the field manacers and distributors? | 


Yes. 
ffter you joined Galaxy, “4r. Simmons, did you 
attend opportunity meetings and Sunday step-up meetings? 
A Yes. 


About how many of each? 


Step-up meetings, approximately 3 or 4, 


And opportunity meetings? 


Yes. 


Do you recallhow many of them? 

About 3 or 4, I would say. 

Did the same people -- 

THE COURT: Did I understand this was after he 
had joined? 

MR. MYSLIWIFC: Yes, the previous testimony 
has peen before he jcined Galaxy. 

Q You testified that certain executives spoke 
at Galaxy ~eetings, did the same veople speak at the meetings 
after you joined as before? 

A Yes. 

were the meetings run in the same way? 
Yer, 


There was cheering and applaudin: at every 
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meeting you attended? 
A Yes. 
Q I would like to show vou what has »een marked 
in evidence as Plaintiff's exhibit 3 for identification. 
Have you ever seen a copy of that before? 
A Yes. 
Q Do you know whether or not this vas used by 
speakers at the Galaxy meeting? 
\ Yes. 
Q How do you know that? 
A I have one. I read it over. The same wordinc 
was used. 
Where did you get your copy? 
Galaxy. 
How did vou cet vour copy? 
Purchased it. 
Nid you know you had to huy vour information 
from Calaxy “Poods before vou ioinedc? 
No. 
were you rettuired to purchase anvthing from 


Gaiaxy ” 


ded tion te the uge «of the 


‘Sere (5 no testimony that anybody 
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THE COURT: Sustained. 
Q Were you required to purchase any literat .c.e 
from Galaxy Food? 
A Yes, I was require’ tc buy business cards, 
identification cards, and pamphlets of busi:.css manuals. 
Q Were the business manuals like Plaintiff's 


exhibit 3? 


A Yes. 


Q Were you told before you joined that you woul? 


be required to purchase business cards? 

A No. 

Q Or any literature from Galaxy? 

A ‘lo. 

Q When you joined Galaxy, was there any food 
delivery program in operation at Galaxy? 

A No. 

Q Before you joined, did wu know when there 
was going to be a food operation by Galaxy? 


A I did not know. 


Did you know whether Galaxy has ever delivered 


Ho. 


2 You testified at the first opportunity meeting 


it was explained to you you sould eam commissions on the 


23 
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sale of food. Did there come a time when you found out . 


you would not be able to earm commissions on the sale of 
food? 


A Yes, I wouldn't be unless I wanted to purchase 


my own customers. Get my own customers. 


Q That was not your previous understanding? 
Q What was your frevious understanding? | 


A Galaxy would recruit customers and sell them | 
-- sell to them, and then I would get a commission from the | 
purchasing. 

Q When did you find out they would not 
distribute customers and you would not get commissions? 

A After approximately 6 months. Approximately 


3 weeks or so. 


Q After you joined Galaxy? 

Q Who told you this? And when did you find 
this out? 

A I found this ovt at a members' meeting on a 


Tusgday night at the warehouse in Brooklyn. 
Q What is a members‘ meeting? 


A A private meeting. 


MR. GOIDEL: Canthe witness please speak up, 


emcees easiranimetnnasaiesesee 


(BEST COPY. AVAILABLE 


Sint ne 


aceite ata 


| 


little. 
A At a meeting after I had joined on a Tuesday | 


night. The field managers and distributors were invited 


down and we were told we had to get our own customers to 


eam a percentage on whatever they bought. 


Q This was at a meeting where no new guests 


were invited? 
A Yes. 
THE COURT: Did I understand this was 6 
months after you joined? 


THE WITNESS: 3 or 4 weeks. 


THE COURT: I thought I heard him say 6 HOES 4 


1132 
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2 
your Honor? 
3 | 
. THE COURT: Perhaps if you pull that down a 
And then he corrected it. 


A We had to get people to invest to have the 
25 


necessary money to start the deliveries. 


| Q At this meeting for members only, who spoke | 
18 
at the meeting from Galaxy? 
" A Artie Lee. 
20 | 
Q Did anyone else speak at the meeting? 
21 
A Steven Roth, Charlie Hurwitz. 
ee Q Was anything else discussed about the food 
23 
operation of Galaxy at this meeting for members only? 
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Q Were you ever told before you joined Galaxy 


there would bem food delivery program without: continued 
investments by new franchise purchasers? 


A No. 


was the first timeyou were told this? 


deliver food? 


you in Galaxy Foods when they did start 


A Yes. 
Q When you joined Galaxy, did you know what the 
scope of the retail delivery program in Galaxy was supposed 
to be? 
A Excuse me? 
Q When you joined Galaxy, did you know where 
they were supposed to deliver food? 
A Brooklyn, Manhattan, Unstate New York and 
Long Island. 
Who toldyou this? 
This was told to me by Artie Shevack. 
Do you recall when? 
Before I joined. 
Was it following an opportunity meeting? 
Yes. 


In a private conversation? 
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Yes. 


Did you subsequently learn this was not the 


A Yes, and only a small area around 303 Stanley 
Avenue in Brooklyn. 

Q That is where the warehouse is located? 

A Yes. 


Q Who told you that the food delivery would only 


be in a certain mile radius around the warehouse? 


A I learned this at a step-up meeting on 


Was this after you joined or before? 
After I joined. 
Can you fix the month? 
A July, possibly, ‘72. 
Q Did you have a conversation with Mr. Shevack 


about the change in delivery area? 


A I didn't question him because after he didn't | 


spend too much time with you, after I joined. 
Q Did you attend any training sessions in 
Galaxy, Mr. Simmons? 
A Yes. 
When? 


Approximately August, September of '72. 


A 


Q 
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Do you remamber where they were held? 
303 Stanley Avenue. 

At the warehouse? 


Yes. 


How many sessions did you attend? 


A I came 5 nights. 
Were you required to attend training sessions 
Yes. 


Were you told before you joined Galaxy that 


you were going to be required to attend training sessions? 


A 


Q 


sessions? 


Q 
Stenson? 


A 


No. 


Who were your instructors at the training 


He was a -- 
If you recall. 


A black guy. A young guy. I don't recall his 


THE COURT: Does the name Beck sound familiar? 
THE WITNESS: Pardon me? 

THE COURT: Does the name Beck sound familiar? 
THE WITNESS: No. 


Do you recall whether or not it was Thadius 
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Q Did you receive training in the franchise and | 
retail operation of Galaxy Food? 


A Yes. 


Q At the training sessions, I am referring to 


the training sessions? 


Yes. 


You attended training sessions in both 


Yes, sir. 
Are you familiar with the word nrospecting? 
Yes. 


Do you know what it means in relation to 


Yes. 


Can you explain what it means in relation to 


A To approach someone and ask him to come 


down and lear how they can make $60,000 or more. 


Q Was this explained to you at the training 


sessions? 


A Yes. 


Q Was it explained to you how to approach 


Yes, sir. 


Simmons-di rect 
Q Can you detail for us what you were told at 


the training sessions? 


MR. GOIDEL: Objection, unless he identies wha 


Were there any instructors besides ‘Mr. sae 


| 


The only instructor was Mr. Stenson. 


Q Can you tell us what you were -- 


A I’m sorry, there was another shorter black 


guy vho was with Stenson at the training sessions. There 


were two of them. I don't remember his name either. 

Q Can you tell us what you were told at the 
training sessions about approaching strangers to get them 
to invest in Galaxy Yoods? 

A (No response. ) 

Q Were there any demonstrations at the training 


sessions? 


A He would explain how to approach and explain 


it. I never approached anyone. I don’t do that. I am not 


one to approach or explain. 

Q But they did demonstrate at the training 
session how you should do that? 

A Yes. 

Q Can you explain how they demonstrated it? 


A He told us to stand un and talk to someons as 
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if we didn't know the person, and try to invate then. to 
the opportunity meeting right there in the session. 
Q DO you remember the words they used in the 


demonstrations? 


A Not that I can recall. 


9 Were you instructed about how much information 
to give people in telling them about Galaxy? 


A Yes. 


iow much information were you supposed to give 


| 


A Not totell them you had to invest. Invite 


them to an opportunity meeting, and it would be explained in 


the opportunity meeting how they could earn $60,000. 


9 were you supposed to tell ther they could 


ear $60,500? 


A Yes, maybe more. 


But you were not supposed to tell ther wrat 


Right. r 


+ 


Was it explained to you at the training session, 


the importance of getting people to cone down to the meeting 


A 


Qq what did they say in that recard at the 


traininy sessions? 


Simmons ~di rect 

A If you get someone to come down, ve would 
get them to join. 

Q What did you understand vour role to be in 
convincing people to join Galaxy? 

MR. GOIDEL: Objection, your Honor. He 
already testified. This now calls for a conclusion 
as to what he thinks somebody else told him to do. 
He can testify to what he was told and what he 
did. 

AR. MYSLIWIEC: I think it is a leqitimate 
question. I guess, if I may give an example, he 
Was going to school and they were instructing hin 
in the type of technique to follow in approaching 
people. What he was supposed to tell them, and I 
am sure there were conclusions qiven at the 
gchool and the training instructors told these people 


what to do. I would like to find out from the 


training session what he was told to do. 


4k. GOIDEL: I have no objection if that 


is the question, what were you told to do. 


THE COURT: I would allow that. 


Q Vere you told what your role was in convincing 


people to join Galaxy? 


fell them you could make a lot of money y 
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joining Galaxy, yes. 


Q Were you told at the training sessions you 


could rely on the efforts of speakers at the meetings and 


| 


efforts of other people to convince people to join? 
| 


A Yes. Iwas told this at the training session, 


9 Now, Mr. Simmons, you said you invested 


$2,000 to purchase your franchise in Galaxy? 


Yes. 


Did you have the necessary funds to invest in 


No. 
Who sponsored you into Galaxy? 


Artie Shevack. 


(continued next page.) 
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Q Did you discuss with Mr. Shevack the fact 
you didn't have the necessary funds to invest? 


A Yes. 


Q Do you ramember when you discussed this with 


Approximately June of '72. 


Q Do you recall where? 


A Yes, at a meeting -- after a meeting at the 


Holiday Inn. 


Q So the Holiday Inn was the second and third 
meeting? 


A Yes. 


Q What didyou say to Mr. Shevack at the 


Oliday Inn before you joined the Galaxy? 


A I said to him I don't have the money to ne 


so he said, how is your credit, and I said I have good 
credit. 


Q Did you any other discussions with him? 


A We will out a loan and you can invest 
by taking out a loan. 
Q Did you have any response to that? 
A I said okay. 
Did Mr. Shevack qive you a loan application? 


Yes. 
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Q How did you get the loan application? What 
was the procedure that he followed? 

A He said let's go to a finance company, I will 
pick you up lunchtime tomorrow. We will borrow the money. 

I said I would rather not go to a finance 

company, I would rather so to a bank so the interest is 
lower. 

Q Did you subsequently make application for a 
loan at a Dank? 

A Mr. Shevack picked me up with his car and 
took me to the Bank of North America. He went inside and 
brought out an application and filled it out and then I 


signed it end took it back inside. 


Q Let's backtrack a little. You went into the 


bank together with Shevack? 

A Yes. 

Q You went in his car? 

A yes. 

Q And who chose the bank? 

A I chose the bank because I was dealing with 
the bank with the checking account and savings account. 

Q You went to the bank with Mr. Shevack and 
he went in and got the application? 


Yes. 


| 
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Ar. Shevack came back to your car? 


His car. And he filled it out and gave it to) 


He filled out the loan application? 
Yes, 
Did you have any conversations while he was 
filling out the loan application? 
A Peter was with him and was talking to me. 
Q Right. 


What convereation did you have? 


A He was telling me it was a good investment and 


I would be able to make my money back in two or three 
weeks. 

Q Did you have any conversation with “r. 
Shevack in his car while he was filling out the loan 
application? 

A He said to me I am going to put on the 
application that vou are going to buy some furniture for 
the apartment. We can't put you are going to invest in 
business. 

Q Did he say why you can't put down you are 
going to invest in business with the money ? 

A No, he did not. 


Q Nid you mention the word furniture to him 
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before he -- 


A No, I didn't give him no information on what 


to put on the application at all. Only my name and address | 


which he already knew, and where I worked. 

Q What did you do with the loan application 
after Mr. Shevack filled it out? 

A I took it inside the bank and submitted it 
to the manager. 

Q You signed the application? 

A Yes. 


Were you working at the tire you applied for 


Yes. 


Did you subsequently receive a loan from the 


A Yes. 

Q Can you tell us how you received the money 
from the bank? 

A I received the money by Mr. Shevack coming 
over to my job, picking me up at lunchtime one day, taking 
me over to the bank again, and I got the check which was 
$2009, 

Q Do you remeriber when you received the check 


from the bank? 


\e 


Q 


A 
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July of '72. I don't remember the exact date. 


Early in July? 


I don't remember whether it was early, but 


it was in July. I was on vacation at the time. 


Q 


What did you do with the check after you 


picked it up from the bank? 


A 


Q 


Signed it over to Mr. Shevack. 


Did you have any discussion with Mr. Shevack 


at that time about what he was going to do with the check? 


A 


I asked him what he was going to do with the 


check. He said, take it back to the warehouse and bring yo 


application signed with your change tomorrow at an 


opportunity meeting. 


Q 
A 


Q 


A 


Q 


about getting 


A 


Did you subsequently see Mr. Shevack? 

Yes. 

At a meeting? 

Yes. 

Did he give you a scopy of the contract? 

No. 

Did he give you your ch ange? 

No, 

Did you have any conversation with Mr. Shevack 


your copy of the contract or your change? 


Yes. 
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Q What did you say to him and what did he say 
to you? 

A I asked him where was my contract and change. 
He said it was still in the office, and when I came over 
to the step-up meeting on Sunday, tf would have it. 

Q Did you subsequently see ‘ir. Shevack? 

A He wasn't at that meeting. 

Q Did you have any further conversations with 
Mr. Shevack about getting a copy of the contract? 

A ves. The next Tuesday he vhoned me and he 
met me at the Hempstead Holicay Inn at an opportunity 
meeting. 

Q Did you ever get your copy of the contract? 

A No. 


Q oid Shevack tell you that it was wrong vo: 


give false information on a loan anplication when he was 


filling out the application? 
A No. 
Q Have you paid off the loan? 
Lxcept for one payment. 
Did you ever make any money in Galaxy? 
(No response. ) 
Mr. Simmons ? 


I qot -- Tt aot back $1,009. 
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March of 1973 held by Galaxy Foods? 


A 1973? 


Mr. Simmons, did you attend any meetings in | 


Q Yes. 


A I don't remember the month. 
After Galaxy didn't deliver, I figured it 

was a loss and I didn't spend any more time. I was working 
two jobs at the time. I didn't want to lose any more with 
them after they didn't deliver. 

Q Did you attend any meetings in 1973 where 
Artie Lee spoke about the financial condition of Galaxy? 

A Yes, I remember that. 


Q Was it a special meeting that you remember 


A Yes. 

Q Can you tell us what ARtie Lee said? First 
of all, do you remember when the meeting was in 1973? 

A Between Monday and Friday. The night during 
the -- only members were supposed to be there. No guests 
were allowed. 

Do you remember when it was held? 
(No response. ) 
What part of 1973? 


Early part of '73. I think it was snowing. 
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Q Can you tell us what did Artie Lee say at 
this meeting for members only? 

A He said we would have to invest our own -- 
get our own customers and he needed more money, he was 
asking people to get more money to have the necessary 
funds to buy food and trucks. 

Q Did he say wnat would hapven if neople didn't 
loan money to Galaxy? 

A He said they wouldn't be able to deliver. 

Q The food operation would stop? 

A Yes. 

Q Mx. Simmons, did you know before you joined 
Galaxy that they would not be able to continue food opera- 


tions unless they continued to get people to invest in the 


company or give money to the company? 


A No, 

Q Did you lend any money to Galaxy? 
No. 
MR. GOIDEL: I'm sorry, I didn't hear. 
Did you lend any money to Galaxy? 

A No. 

Q Did Artie Lee say anything else about the 

financial condition of Galaxy at that meeting? 


A No. 
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Q Did he say how much money the company needed, 
if you recall? 
A He didn't say how much they needed. He said 
-- I don't remember. He said they needed money. The 
exact amount I don’t remember. 
Q Before you joined Galaxy, Mr. Simmons, were 


you ever told that certain members of management or 


officers of Galaxy had received franchises without paying 


eash for their franchises? 

A No. 

Q Did you ever see the books and records of 
Galaxy Foods? 

A No. 

Q Do you have any voice in the management of 
Galaxy Foods? 

A No. 

Q Can you tell us what the status of your 
investment is now, Mr. Simmons? 

A In what respect? 

Q Aside from the thousand dollars that you 
testified that you made from Galaxy Food, do you think you'| 
ever going to get your money hack from Galaxy Foods? 

A No. 


MR. MYSLIWIEC: IT have no further questions. 


Simmons-di rect 
Wait, I am sorry. 
Mr. Simmons, one last question : 


Were you ever told that certain members of 


the management or officers of Galaxy were receiving override 


commissions on all the new people tha: were brought into 
Galaxy? 

A (No response. ) 

Q In other words, if yOu sponsored a person 
into Galaxy, you would get a commission, but certain members 
of the management would also get a commis._on ? 

PY Yes. 

Q You understood that? 

A Yes. 

Q When were you told this? 

A After I had joined the meeting. 

Q How did you come to find this out? 

A When they tried to get me to invest in for 
a distributorship. They told me after I invested, I could 
recruit field managers, and then I would get a percentage -- 

Q I don’t think you understood my question : 


Were you ever told before or after you joined 


| 
| 


Galaxy that for every person you brought into the company , 
Artie Lee would also get a commission? 


A No. 
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Q Were you ever told that other members of the 
management of Galaxy were getting commissions for any verson 
that you brought into the company? 

A No. 
MR. MYSLIWIEC: I have no further questions. 
CROSS EXAMINATION 
BY MR. GOIDEL: 
Q How big an investment did you make? 
A $2,000. 
Q That was for a field manager's position? 
Yes. 
You say you got back $1,000? 
Yes. 


What does that $1,000 represent? 


I was getting part of my money back. 


Q How, for doing anything? 


A I introduced two people to Artie Shevack and 


he, in turn, got them to invest in Galaxy Foods. 

9 You received a commission following the 
purchase by these individuals of a franchise? 

A Yes. 

Q Prom the fact that you received $1,000, ¢ 


assume that your commission was $500 per individual? 


A Right. 


Simmons-cross 
Q Sir, you identified another copy of this, 
if I could have the original -- 


THE COURT: Isn't that in evidence? 


MR. GOIDEL: Yes, sir, But I had my copy. 


MR. MYSLIWIEC: It was previously marked in 
evidence as plaintiff's exhibit 3. 

THE COURT: I thought you said an exhibit 
for identification. 

MR. MYSLIWIFC: I said it has been marked 


for identification as exhibit 3 but really, it has 


been marked in evidence. 

Q Let me dwell a moment longer on these 
commissions that you received. Mo you know the names of th 
people who you introduced to Galaxy? 

A Yes. 

Q Who were they? 

A David Roberts and Albert Jackson. 

Q Do you know whether either of them made a 
loan to secure the money for the purpose of purchasing a 
franchise? 

A I don't know. Albert Jackson sold one of 
his trucks to Galaxy as an investment. 

Q Did you read that loan anplication before it 


was submitted to the bank? 
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A Not mally, no. I only saw he had wrote on it 
to purchase furniture. 

Q Did you look at it or did you assume that 
was written or what? 

A He told me it was his writing on it. 

Q Answer my question: Did you read the 
application? 


A No. 


Q After you signed it, when you carried it into 
the bank, did you read it then? 


A No, I didn't read it. I didn't take time to 


Q When you presented it at the bank, did you 
| 
give it to a loan officer or some gentleman or lady sitting | 
there? 


A Yes. 


Q Did you sit down and spend any time with that 


individual? 
A No. 
Q Did they ask you any questions? 
A Yes, he asked me a few questions, I think. 


My address, my age, personal information. 


Q Did he ask you the purpose of a loan? 


A Yes. 


Simmons -cross 

Q What did you say? 

A He didn't ask me the purpose of the loan, he 
looked at the application. lie said, “You are going to buy 
new furniture?” 

I said, "Yes." 

Q Now, sir, you were asked the question 

previously by counsel for the plaintiff -- withdrawn. 


Sir, did you believe it to be wrong to say 


you were going to purchase furniture with the proceeds of 


a loan, if, at that time it was your intention not to 
use the proceeds for that purpose? 


A No. 


(continued next page.) 
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You did not believe it to be wrong? 

MS. MYSLIWIEC: Objection, your Honor. That 
was not the question. The question was, were you 
told by Mr. Shevack -- 

MP. GOIDEL: No, T just framed my own question, 
I withdrew the previous question. | 

THE COURT: No, he asked whether this witness 
believed it to he -- 

MR. GOIDEL: Would you read back the 
question and answer, please? 

(record read.) 

You did not believe it to be wrong? 

THE COURT: He said, no, Mr. Goidel. We are 
just prolonging things with repeating. 


MR. GOIDEL: All right. 


Q Now, sir, did you ever advise anybody to do 


the same thina? 
A No. 
Q Did you suggest it to him? 
A No. 


Q Now, you keep saying $60,000 was the figure. 


$60,000 or more was the figure utilized at these opportunity) 


meetings; is that correct? 


A Yes. 


Simmons-cross/Goidel 


Any other figures ever used? 


There were different figures used, yes. 


Lesser figures? 


Lesser figures, more figures. It was sometime 


Higher, lower? 

Yes. $90,000 was used occasionally. 
How about lower figures? 

Possibly $3,600 might have been used. 


How about $25? 


$25? 


Yes. 


I don't recall $25. 
$150? Was that figure ever used? 
Not that I can remember. 


$2500, was that figure ever used? 


A I can't remember. 
Q Now, sir, you did identify this book that is 
Plaintiff's Exhibit 3 and you did acknowledge that you saw 


that previously? 


A I have one. 
Q You have one? 


Yes. 


When is the first time that you ever saw a 
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a copy of this? 


A In °72, I don’t remember. 


Sir, IT show you Plaintiff's Exhibit 5. 


you ever see this? 


A Similar. But it had a different backing. 


.¢] Different backing? 
A Yes, it was a different -- 
Q Color? 


A Yes. 


Q Do you know what this book is, Plaintiff's 


Exhibit 5? 


I have one the same as that one. Mine. 


All right. 

MS. MYSLIWIEC: This is Fxhibit 4. 
I will show yo. 

THE COURT: Has that been marked? 
MS. MYSLIWIFC: Marked in evidence. 
MR. GOIDEL; Yes. 


Is this the one that you were talking about? 


Yes. 


As having been shown to you at sometime? 
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I have it. 

You have it. 

When did you first see that? 

A In '72. This one might have been ‘73. But 
this one T received before T got this one. This one is 
first. 

Okay. 

MS. MYSLIWIEC: Could you just identify it 
by number for the record becavre he is saying this 
one and that one. 

MR. GOIDEL: Ye is saving Plaintiff's Exhibit | 
4 -- he is saying that Plaintiff's Fxhibit 4 was in 


1971 and Plaintiff's Exhibit 3 perhaps was in ‘72 or 


WITHESS : yes. 


MYSLIWIFC: TI didn't hear him say ‘71. 


GOIPFPL: YT am sorry. °72. And Plaintiff's | 


nebtbit 3, in tT? or "FS. 
THE WITNYSS: Late 2 or 3, yes. 
MR, GOIDEL: Okay. 
Q Now, would you main repeat for us what was 
said to you at tliat first oprortunity meeting and repeat By 
as closely as possible to what was actually said. 


A Whet was said to me? 
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tS 


Q Yes, 


A Yes. 


q 
3 t 
| A That after the opportunity meeting was said 
4 | 
that you could sike $60,000 or mora be investing in Galaxy, | 
5 
| and Galaxy would recruit cus:cmers and they would deliver 
| 
") and I would get a percentag: of the food that was sold to | 
| the customer and delivered to the customer. 
8 i 
| Q Did they say anything about you acquiring 
| 
° salesmen to sell to customers? fA 
; 
10 
A Requiring salesmen? 
11 
Q Acquiring, getting salesmen to sell to the 
12 
public, to solicit orders for food. 
13 
A At the first meeting, no. 
é i4 | 
Q Were you there at the beginning of the meeting? 
15 
A No. I wasn't there at the beginning of the 
16 | 
; first meeting, no. | 
V7 & 
: That is, the meeting that you say you went 
18 | 
| to with Mr. Shevack after he had stopped to ask inatructions | 
19 | 
of you as to how to get to a particular location; is that | 
20 
correct? | 
rs 21) | 
22 | 
Q When you walked in, you walked in to an | 
| 
23 | 
already existing meeting, a meeting that was already in | 
24 | 
progress? | 
26 
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Q And was the speaker -=- who was the speaker at 
that time when you walked in? 

A Ralph Martin. 

Q Mr. Martin. 

Now, sir, would you kindly look through this 

book and as closely as possible, if it's at all possible, 
select that portion of the script contained in this book 


that Mr. Martin was discussing or speaking or repeating as 


you walked in. 


A ' €he part that he was discussing was on the 
board with the figures. 
Q On the board with the figures? 
A Yes. 
Q Now, we heard testimony, sir, that they 
followed a script. Did you ever hear that expression? 
A A script? 
Q A script. They followed an outline. 
Yes. I would say they followed an outline. 
fa) What we have referred to as Plaintiff's Exhibi 
4, would that be a copy of the outline of script that was 
followed? 
A Yes. 
MS. MYST.IWIEC: Could you hold it up, please? 
MP. GOIDEL: Yes. 


And your answer was, yes sir? 
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A Yes. 


Q All right. Now, would you tell me at what 


portion of this sript were they when you first entered the 


meeting? 

A What portion? tT don't remember exactly 
what portion. 

Q You say they were talking about figures. And 
T call your attention to the last page. 

A I don't remember seeing this. 

Q Before Part IT. 

THE COURT: When you pointed to this, you 
pointed to what portion of the page? 

MR. GOIDEL: That is an outline, your Honor, 
of the figures and percentages t:hat appear on the 
part immediately preceding the page marked Part IT. 
Q Were they talking about this at the time? 

A To my best memory, yes. 

Q You said a moment ago== you said, yes, I did 
see this. Do you mean you saw this in some form, be on 
the blackboard or be it in the book? 

A I have seen this being done on the board. 

Q On the board? 

Some form sirilar to this anyway. 


Did you see this that first day during that 
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first day that you entered? 


MS. MYSLIWIEC: By “this” are you referring 


to the entire page, Mr. Goidel, or just some 
particular portion? 

MR. GOIDEL: That paqe -- 

Q That page -- those figures were put up on a 
blackboard? 

A I don’t remember figure for figure, no. But 
I saw them. They were having discussions on the board. 
What exactly was on the board, I don't know. 

Q You did remember the figure of $60,000? 

A Because that occurred many a time. 

Q Many a time. Well, would -- did the figure 
25 occur many times? 

MS. MYSLIWIFC: Objection. I don't think 
this question is clear. Now, the $60,000 figure 
was the bottom line figure. 

Ts Mr. Goidel asking if the figure of 250 was 
& bottom line figure at anytime or is he asking if 
that figure appeared appeared anywhere on the board? 

MR. GOIDEL: I never used the words bottom 

line figure. I simply referred to $60,000 
and now I am referring to the figure 25 dollars. 


THE WITNESS: There was a whole bunch of 
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numbers, a whole bunch of figures on the board, sir, 
that I don't remember. 

But the bottom line was $60,000 or more. 
What does the bottom line mean? 
What does the bottom line mean? 

Q Yes. 

A It means at the end of whatever they were 
going to figure it down to, that's what you would be 
getting. 

Q What period of time was that? 

A What period of time? 


Q Yes. I assume from the -~ from what you 


are saying, the bottom line refers to some figure that 


could be eanred over a period of time; is that correct? 

A Yes. 

Q Over what period of time? 

A Over a year of Galaxy Foods sales, that you 
would earn $60,000. 

ia) After a year? 

A Yes. 

Q After a year of selling what? 

ra a year of Galaxy delivering food, not 
selling. 


Q Of deliverince and selling food? 
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A Yes. 


Q And these figures that appear on this page, 
you say you have seen many times in one form or another? 

A Yes. 

Q Now, can you explain to me what those figures 
represent to you? 


A Can I explain what the figures -- 


Q What they mean to you. Take your time, sir. 
A This one -- the first set of fiqures is | 


wgular multiplication and 5 per cent is a hundred and twenty+ 


five dollars of -- 


Q Of what, sir? 

A Of a hundred dollars. 

Q Yes. What does the hundred dollars refer to? 
A I suppose a customer buying a hundred @llars 


of food. 


@) Fine. And then if you had two salesmen 


selling X amount of food and your commissions were some | 
| 


percentage that you would earn so much and so much depending | 
upon the amount of food sold and the number of salesmen that 
you had; isn‘t that correct? 
MS. MYSLIWIEC: Objection, your Honor. There 
4s no testimony that the witness ever mentioned the 


use of salesmen or understood the board to representing 
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figures in connection with salesmen. 
MR. GOIDEL: Well, I am asking him what this 
means to him and I am now asking him whether what I 
just said is what this means to him. 
THE COURT: Well, perhaps you ought to have 
it read back, what you just said. Let's hear that 
a minute. 
(Record read.) 
THE WITNESS: T don't understand clearly what 
you're saying either, sir. 
Q ’ right, sir. 
you ever try to explain this particular 
page that we have been referring to to anyone else? 
A No. 
Q You never did? 


Never. 


Did anybody ever try to explain this page to 


This paqde? In any manner, no. 

In this manner. 

Except what was on the board. 

What was on the board? 

Personally? Somebody reproduced this on 


the blackboard, yes. 


Simmons-cross/Goidel 
Q And explained it to the audience? 
A Yes. 
9 Were you in the audience at the time that the 


explanation was given? 


A Yes. 

¢) On how many different occasions do you recall 
being in the room with this having been written on the 
blackboard and an explanation being given to the audience? 

A How many times I recall being in che aud lence? 

Q Yes. 


A Approximately two or three. 


0) And does that include the first meeting that 


you walked in on after you and Mr. Shevack had driven to- 
gether to the hotel? 

A That one. It did not include that one. The 
meeting -- it included the meeting that was partially over, 
mostly over when I got there. 

Q Okay. But you do recall the figure of $60,000 
being on the blackboard at that time? 

A Yes. 

Q What other figures were onthe blackboard at 


that time? 


A I don’t remember. 


Q Could it have been these figures? 


Simmons<-cross/Goidel 
Possibly. 
MS. MYSLIWIEC: Objection. 
THE COURT: Possibly, he says. 


Q Okay. Now, you say you ha4 a conversation 


with Mr. Shevack following -- 
A Yes. 
Q --following this? 
Yes. 
Is that correct? 
Yes. 
How much time did you spend with Mr. Shevack? 
Approximately 5, 10 minutes. 
Q Did you discuss things other than $60,000? 
A We talked of earning 30. Mr. Shevack said 
any amount of money would be better because he's driving 


an Eldorado, and he said, "How do you think I got this?" 


So T said, “You know <-=- and I was driving an 


old '64 Chevvy. 
He said, “You invest and you don't have to 
Grive a wreck like this anymore.” 


So T said, “It looks good." 


You started to use a fiqure of ND. 30 what? 
30,000 maybe. 


I thought you used a figure below 30,000. 
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I don't remember everything that was said. 

(a) Well, sir -- 

A At no meeting or no place because TI was 
really intersted in makina biq money when T invested. 

Q Okay. 1 appreciate the fact that it's 
difficult sometimes to remember so far back. But there are 
certain things that you have remembered. 

You have remembered the use of the figure of 
60,000; and now upon reflection you have remembered some 
other figures. And you do remember Mr. Shevack driving an 
Eldorado. 

Q And you were driving a '64 Chevvy? 

A "64, 

ca So we are beginning to remember things. 

Now, I am asking you very simply, do you 
remember Mr. Shevack usina any other figures besides 
$60,000, 30,900? Anything else? 


A Not that I can remember. 


Q Now, can you tell me what was said then during 


this five or ten minute veriod that you and Mr. Shevack are 
purported to have had a conversation? 

A We was trying to aet me tocome into the city 
the next niqht to a meeting that they were qoing to ahve, 


an opportunity meeting, which I refused to come in because 


| 
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I didn’t want to take off and drive in. 
Q Okay. Now, sir, you were told not to say 
too much, but to get the people down to the meeting? 


A True. 


Q Do you know whether Mr. Shevack was instructed | 


to do the same thing as relating to the people who he 

was attempting to invite to these meetings. 
MS. MYSLIWIEC: Objection. 
MR. GOIDEL: I am asking if he knows. 
MR. LERNER: It would still be hearsay, asking 

what some person told Mr. Shevack who told him -- 

THE COURT: Let me hear that question. 
(Record read.) 
THE COURT: Do you know that? 


THE WITNESS: I don't remember. 


(Cont'd on next page.) 
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Q Well, he did that with you, sir, did he not. 


| 
| 


He just told you enough towhet your appetite, to get you down 


to the meeting; isn’t that true? 


A True. 


Q And that's in turn what you did when you met 


with people? 

A 

Q 

A No. 

Q What did you tell the people? 

A I told the people that it was possible that 
they could make 60,000. I didn't -- and then I introduced 
them to Shevack. 

Q So you used the same $60,000 figure that 
Mr. Shevack used? 

A Yes. 

Q Now, sir, we started off -- by the way -- 
withdraw that. 


Did you ever actually read Plaintiff's Exhibit 3? 


A Actually read it carefully, no. I never rea? 


this one carefully myself. 


Q How about Plaintiff's Exhibit 4? 


A I never took time to read either one of then, 


no, but I looked through then. 
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Q How about the contract that you signed? 
A No. 
Q You didn't read that either? 
A No. 


MISS MYSLIWIEC: Objection. What contract? 
MR. GOIDEL: I will withdraw that question. % 
MISS MISLIWIEC: There is no testimony that 


he signed a contract. 


Q Did you sign a contract? 

A Yes, I signed a contract. 

Q Did you read it? H 
A No. Not prior to signing it. After -- later 


I got the contract from Galaxy that was never signed by anyo 
and then I read it. 
THE COURT: YOu mean you got a form? 
THE WITNESS: Yes. Same as I signed. 
Q Were you ever told, sir, that within X number 


of days of signing the contract you could get your money 


back? | 
A Yes. | 
Q What period of time was that? | 
A I don't remember the exact date. 
Q After signing the contract and after depositin 


your money, did you request your money back? 


Simmons-cross 
No. 
Q Now, sir, did you ever attempt to sell your 
own franchise? 


A No. 


Q Did you ever attempt to have Galaxy Foods buy 


back that which you had purchased from it? 


A No. 

Q Now, sir, some mention has been made of the 
fact that you have an llth grade education. 

A Yes. 


But yet you have a rather responsible position, 


Rather responsible position? 
Yes. You are a prototype technician. 
A Yes. 
Q So, I take it, that, too, requires some 


learning, some ability, true? 


A True. 
Q Special training? 


Some special training. 


Where did you receive that special training? 


A On the job. 
Q Now, sir, have you ever had difficulty with 


English, with our language? 


4 Simmons-cross 


| A Difficulty in what respect, sir? 
, ae Q Reading, speaking. 
| A I don't read as good as [ -- | 
y Q But you speak very well. j 
| A I can speak Fnglish, yes. 
| Q Is there any portion of that -- this pamphlet, 
be 8 that you cannot read and understand? | 
’ A ' It will take me a while. I can read it, but 
Me " it will take me a long time to -~ | 
ni Q Fine. Now, I think you also said <':at you did 
™ 12 not clap at these meetings. | 
sd A True. 
) 14 Q Everybody else clapped, but you did not? 
; me | A Right. 
16 MR. LERNER: Objection. He did not testify 
7 that everybody clapped. 
18 Q Did everyone else to your knowledge clap? 
19 A To my knowledge, I don't know. 
2 Q Have you heard a great many people clapping? 
21 A There were mny peopie. 
a Q But you aver clapped? 
=| A I never. : 
é 24 | Q How about when you had guests at the meeting 
- to whom you were trying to sell a franchise? a kee eae 
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2 A No. 
3 | Q You didn’t clap then either? 
‘| A No. | 
5 | Q Did you smile? | 
6 | A I don't remember. | 
| 
7 | Q Did youever do anything than just sit there? | 


8 | Didn't you try to inspire your prospective purchasers to 


9 || purchase? 
10 | MISS MYSLIWIEC: Objection. Argumentative. 
u | MR. GOIDEL: That's not argumentative. It's 
12 | cross~examination. 
13 | Q Didn't you ever try to induce them -- 
14 | THE COURT: Wait a minute. | 
“ MR. GOIDEL: I am sorry. | 
gl THE COURT: I think you are getting ahead of 
17 | yourself. He has indicated that he introduced two 
18 | friends of his, as I understand it. 
a THE WITNESS: Right. 
| 
| 


THE COURT: To Mr. Shevack. 


21 And did you attend meetings with those friends? 
| THE WITNESS: Only a Step-Up Meeting I attended 


2} with one of them. The other one * did not attend any 
| 

24 | meeting with. 
| 

25 | THE COURT: I see. You went to a Step-Up 
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Meeting with one? 

THE WITNESS: Yes. 

THE COURT: And did you talk to him at the 
meeting about whatwas going on? 

THE WITNESS: No. 

THE COURT: Was he present with both of you at 


the time? 


THE WITNESS: Yes. 


THE COURT: Did he do the talking? 
THE WITNESS: Yes. 

Q But now we are talking about while in atten- 
dance with this friend, did you do anything to inspire your 
friend to purchase? 

A No. Before he joined, no. Even after, no. 

I never expired or whatever -- inspired. 

Q Well now, how about business cards, sir? You 
purchased business cards? 

A And they are all -- % have the box home. And 
you can count them. Maybe five is missing. 

Q Sir, I believe it. I believe it. 

But you did buy the business cards. 

A I had money lost already, invested. I had to 


do something and -- 


Q What did you intend to do with the business 


al =a SRseetavedelay os 13I0Nn 
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ecard that you purchased? 

MR. LERNER: Objection. He said he was 
required to buy the business cards. 

MR. GOIDEL: I understand what he said. Now 
I am asking him. 

Q What did you intend to do with these cards? 

A If Galaxy ever had delivered and started to do 
business, I expected to give them out and use them, but -- 

Q In what way were you going to use them? 

THE COURT: Well, he explained that. He said 
if they ever started delivering, he'd go out and use 
them. 

MR. GOIDEL: And my question, your Honor, is 
how would he use them. 

fHE WITNESS: By giving them to people and 
telling them about Galaxy. 

Q Pine. And that would be in connection with 
the retailing of food; is that correct? 

A Right. 

Q O.K. You didn't take those cards or buy those 
cards for the purpose of giving them out in connection with 
the sale of franchises? 

A No. 


Q O.K. Now, the business manual, you say you 
% 


| 
| 
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were required to buy, true? 


If that's the business manual, sir, you say you were 


required to buy? 


A 


Q 


A 


Q 


ll; is that correct? 


A 


Q 


Yes. 
And buy the business manual. 
And the notebook that she's got there. 


And the notebook, which Is Plaintiff's Exhibit 


Yes. 


O.K. Now, I want you to tell us what was said 


to you at the time that you were required to buy them. 


A 


They said that if you want these, you've got 


to buy them. They wouldn't give them to you. They were 


there for you, but you had to buy then. 


Q 


A 


That's what was said. 


And to -- you know, you had to buy them. Other 


wise you wouldn't know what was .happening except by listening 


to what someone said. 


Q 


A 


That's what you mean by required to buy? 

Yes. 

Did you buy this from Mr. Shevack, Exhibit 11? 
I bought it from Mark Glasser in the warehouse. 


How about Plaintiff's Exhibit 4? 


Mark Glasser in the warehouse. 


18 


19 
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Q Plaintiff's Exhibit 3? 
A Same. 
Q Now, you did mention that you were investing 


$2,000 and that your check was for $2,009; is that correct? 


A Yes. 

Q Now, I know it's only $9, but did you ever see 
that $9? 

Pay No. 

Q Never was given back to you? 

A NO. 

Q pid you ever check with Galaxy to fi:.d out how 


mach money had been deposited by them? 


A I asked about the $9. 
Q Whom did you .ask? 
A Arthur Shevack. 


He said, "I have the $9. Tf will give it to you." 


Q But he never did? 

A Right. 

9 Now, the check was made payable to whom? 

A To me. 

Q And you in turn endersed it in blank. You kno 


what a blank endorsement is? A blank endorsement, sir, 
is simply signing your name on the back of 26. 


A That's what I dic. 
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Q You didn't put anyone's name on it that said, 


pay to the order of so and s0? 

A No. 

Q You merely signed it and gave it to Mr. 
Shevack together with the application and that's the last you 
saw of it? 

A Right. 

Q At sometime in the future you did receive a 
copy of the contract? 

A A copy of the contract I had signed? 

Q A copy of the contract either signed by an 
officer of Galaxy -- 

A It was not signed, no. It waa an open -- 

Q Copy? 

A Yes. 

Unsigned copy? 
Right. 

Q Oks 

A Which I had to purchase also to get and which 
I paid 25 cents for. 

Q 25 cents for the copy? 

A It was a complete contract. If I had wanted 
to get someone to invest, it was a contract for ma to have 


him fill out and then bring it. in. 


Simmons~-cross 


And they charged you 25 cents for chat? 


that at that tine you had 


Bei 11. ao 

What were your jobs at that tine? 
A I was a supervisor in Trygon Electronics. 

worked in the production area anu 
liow many people do you have working unuer 
him finish the answer. 
am sorry. 
WITNESS: And maintenanceman in the lirst 


iational Bank, 1000 Willis Avenue. 


8) In your position as supervisor, 31r, now many 


people do you have working uncer you? 
I had approximetel 50, 75 people under ime. 
of people. 
Can you tell us specifically what your job 
entails. 
A Instructinj someone how to do the jou and 
showing thea how to do it right. 
Can ‘you tell is owhatthat job 157 
Electrical wirins. 


MISS MYSLIWILC: 


Simmons-cross 


MR. GOIDEL: The relevancy -- 
MISS MYSLIWIEC: On this line. 
MR. GOIDEL: You brought out the fact of his 


educational background I assume because of certain 


allegations made in your complaint. Now I certainly 
have the right to go into this man's ability to 


understand and so forth. 


THE COURT: I think so. It is legitimate on 


cross~examination. 

Q 50 to 75 people you say, sir, worked under you 
and you are their supervisor and you train them to do a job 
right. Will you kindly explain to us what that job is that 
you try to train them to do properly? 

A Assembly, wiring and soldering. 

THE COURT: Assembly, wiring and what? 
THE WITNESS: And soldering. 
Assembling, wiring and soldering what? 
Electrical power supplies. 

What does that include, sir? 

A What does that include? 

Q What do you mean by power supply? I don't quite 
understand these terns. 


A Power supply is a source of converting DC power 
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to AC power or AC power to I)C power. 
Q Is there any other type of machinery that you 
worked with other than the creation of this type of machinery 
A At that time, no. 


Q How about now? 


A No. It just began. Something that just began. 


Ic*s not -< 
Q Do you give people instructions on how to per- 


form their function, their job? 


A As of now, mw. 
1@) At that time? 
Yes. 


How long had you been with the firm as of that 


Seven years, I would say. 
THE COURT: Seven years prior to '72? 
JHE WITNESS: Yes. 


Do you work for the same firm today? 


Yes. 
In what capacity? 


A Prototype technician. 


) YT take it that tharc is a position higher than 
the position of supervisor which you previously had? 


A Indirectly. ‘iot really, no. It's approximate 


Simmons-cross 


Do you have people working under you now? 
No. 
Not at all? 


No. 


Do you work in an office? 
Yes, I work ina lab. 
Pardon? 
In a lab. 
You now work in a laboratory? 
Yes. 
Blectronics laboratory? 
A Right. 


Q At the time that you made this loan from the 


bank -- by the way, what bank was that? 
A National Bank of North America. 
Q Where were they located? 
A In Mineola. 
Q Had you ever borrowed money from them previously? 
A No. 


Q You did know that the bank loan rate for 


interest was lower than the finance company rate; is that 


correct? 


A 


Simmons-cross 
MR. GARMANSKY: Objection. 
MR. GOIDEL: He testified to that. 

Q And when you selected this bank did you have 
any deposits or accounts or anything that -- did you have 
any relationship to this bank? 

Yes. 
What relationship did you have to that bank? 


Checking account. 


That's all? 
A Yes. 
Q What was your balance in that account at that 


time, if you know? 


A I don't know. I have a savings account at 
another bank. I save at another bank. 

Q Did you have a savings account in another bank 
at that time? 


A Yes. 


Q Did you know what the balance of that account 
was at that time? 
A I don't remember. 
Do you have any idea, sir? 


Maybe five, six hundred dollars. I don’t 


Did you have any outstanding loans anywhere 


16 Simmons-cross 
else at that time? 

A I was paying off a ‘69 Grand Prix. I bought 
it in '68. I was about to pay or paying off a ‘69 Grand 
Prix. 

Q At that time? 


A Three years after '69 -- November ‘68. Then 


November -- '70. Right. Iwas just paying off a '69 Grand 


Prix. Right. 
Q At that time? 
A At that time. Yes. 


(Continued on next page.) 
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Q When Mr. Shevack met you, were you in 


or 1969? 


A: I was driving a 1964, '64 Chevy, blue. 


Q But you owned a 1969? 

I owned a 1969. I still own it. 
THE COURT: The '64 Chevy was your working 
THE WITNESS: Yes. 


THE COURT: You don't live in the suburbs, 


do you? 
Q And I am limiting my questions now to Mr. 
Shevack. 


Can you think of anything else he said to you 


standing in the corridor or lobby of that hotel on the sired 


occasion other than the general conversation about $60,000 
or more and these examples that he gave you? Did he say 


anything else? 


A He was telling me about his car and his friend that 


was with him, that he had a nice car. But I didn't tell hi 
anything about what I owned or nothing. 

Q No. I understand that. I'm asking you as 
to what he said? Specifics, if you can remember specifics? 
A I don't remember. 

Q Can you remember any specifics? 


Specifics? He was just buying a house. One thing 
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he said specifically, he was buying a house and was moving 


Q low many meetings in all do you say that you 


3 
| from the apartment into a house. That is one thing I 
4 
remember. Other than that I don't remember. 
3 
Q Now, On the next occasion that you were with 
6 
Shevack, that would be at another meeting of Galaxy? 
7 
A Yes. 
8 
Q And you had a conversation with him at that 
g | 
time after the meeting also? 
10 
A Ves. Sp 
il 
Q Okay. And specifically what do you recall hi 
12 
saying? 
13 
A He says that ycu had better come in and join 
14 
! now so that you can get in and make some money too, 
15 | 
Q Anything else that you can recall him 
18 
specifically stating to you? 
7 
A No, Other than inviting some friends down 
18 : 
with you. He was alwa,3 trying to talk me into coming in 
19 
to the meeting at Jamaica and Manhattan the next night, 
20 
but I refused always. 
: 21 
Q Did there ever come a time when you went to 
; 22 
Mr. Shevack and said, Look, I want out of this. Get me 
oo 23 : 
Out. Buy me out or something? 
24 
| A No. 
| 


B 


or 


~ 
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attended? How many opportunity meetings in all did you 
attend? 

A Approximately 3 or 4 I would say, maybe 5. 
Q Okay. 

Now, during the course of any of these 
meetings or immediately following any of those meetings, 
can you think of anything that Mr. Shevack speci fically 
stated to you other than what you have already related in 


answer to my last two or three questions? 


A Before I joined he asked me could he come overt 


and take me to the bank. And after the second or third 
meeting he asked me if he could come over and take me over 
to the bank to make out an application to get a loan. 

Q Okay. Anything else that you can recall he 
specificali, stated to you? 

A Not that I can remember. 

Q Okay. 

Now, sir, I take it all the rest of the 
information that you therefore obtained concerning this 
corporation was obtained by your participating as the 
listener at the meeting? 

A That's right. 
MR. GOIDEL: No further questions, your 


Honor. 


| 
i 


| 
| 
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THE COURT: Mr. Padilla? 

MR. PADILLA: I have no questions. 
REDIRECT EXAMINATION 


BY MISS MYSLIWIFC: 


Q Just a few more questions, Mr. Simmons’ 
When you went to the bank with Mr. Shevack, 


you testified that he filled out the loan application and 


that you carried the loan application to the bank officer. 
Now, I'm not sure on your testimony, but you 
said that you didn't read the entire loan application. 
Did you read any part of the loan application 
before you handed it in to the bank officer? You know, did 


you skim it or anything? 


A Yes, I sort of looked at it, but I didn't 


read it carefully to see actually what was on it. But I knew 
ie had filled it out for $2,000 and it was to buy new 


furniture. 


Q This was a printed application? Was there a 


application? 


A OO you mean typed? 


Q Yes, typed. 


| 
| 
lot of printing on the form or was it mostly a handwritten 
| 
| 
H 
i 
| 


It was mostly a typed application. 


| 


Did you read all the handwritten portions on the 
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: | 
Q 
i wee application? 
a: A Yes. 
‘| 
Q All right. 
5 
| Now you testified at the meetings that you 
¢ observed a hlackboard demonstration. 
(im : 
And you recall the fiqure of $60,000 in that 
Hi 
fa 4 blackboard demonstration. 
ae Now, can you tell us why the figure of 
10 | ‘ . 
$60,000 stuck in your mind more than the other figures? 
1 
, THE COURT: He answered that. You are really 
i wasting time on that one. 
| 
13 
Ve said because it was the one that came up 
14 | 
all the time. | 
| rh‘ 
- Now how do you want to prove that? We have 
ss a lot more witnesses. ‘There is no use in gilding 
cam 
j the Lily. 
- 18 MISS MYSLIWIEC: All right, that was my 
‘ = last question. I have no further questions on 
20 
redirect. 
’ sie MR. LERNER: At this time, we have no further 
22 


witnesses for this afternoon. I realize it is 


THE COURT: Perhaps it was because your 


- assistant was so efficient. 


* early, and it is quite a shock to us -~ 


> & 8 


& 
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MR. LERNER: She was wonderful. I can gay 
this -- 

THE COURT: Then I would ask you to send her in 
more often. 

MR. LERNER: I will certainly take it under 


advisement. 


We have made a decisicn to try to eliminate 


most of the cumulative testimony which subsequent 
witnesses will present -- 

THE COURT: Perhaps this gentleman would like 
to be released at this point. You are free to ao. | 

(Witness excused. ) 

MR. LERNER: So we certainly expected to have 
more witnesses on hand, your Honor -- 

THE COURT: All right, what is you: 
expectation? 

MR. LERNER: Our schedule, as it stands now, 
and we have gone over the list. I think we have 
eliminated one or two witnesses which we intended 
en calling completely. We intend now, on calling 
the two defendants to the stand and several | ; 
additional investor witnesses. I think there are i 


about 5 or 6 and that will be our case. 


THE COURT: Some on this order? 


1192 
MR. LERNER: More concerning Mr. Shevack and 
‘Mr. Padilla. 
THE COURT: Well, we finished this witness in 
anvubour and. three-quarters, didn't we, or an hour an 
a half. 


Of the witnesses other than Shevack and 


Padilla, would they be more likely to take more than 


an hour and a half apiece? 

MR. LERNER: Not likely at all. 

THE COURT: Now, let's see, you think you 
have -- how many more have you got? 

MR. LERNER: Approximately 5 or 6 additional 
investor witnesses, approximately. 

THE COURT: So if we succeed in doing them 


in an hour and a half apiece, we still have anywhere 


from 7 and a half to 9 hours which for all practical 


. purposes is two days. Correct? 


MR. LERNER: Two days of witnesses. 

THE COURT: Aside from -- 

MR. LERNER: In addition. 

THE COURT: In other words, 4 and a half 
hours if you are talking about 6 witnesses and 9 
hours, an hour and a haif apiece, so we are talking 
about tomorrow and Thursday. And Priday, as you 


know -- well, you don't know but I will tell you, thi 


18 
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I have both motions and sentences. And at 2 o'clock 
Friday afternoon, I have been induced to try this 
short criminal non-jury case starting at 2 o'clock 
and going over until Tuesday. 

So that that fellow can get back into the 
clutches of the United States Army, his leave has 
been extended and the Army is getting restless. 

MR. LERNER: Your Honor, after speaking with 


my associates, I do not think the direct examination 


the length that the examination of Mr. Kirsch went, 
nor definitely not the length of Mr. Lieberman. 

THE COURT: If we can finish, then 6 witnesses 
no later than Thursday -~ youare free tomorrow and 
free on Thursday -- 

PR. LERNER: We will certainly try. 

THE COURT: Do the witnesses you have in 
mind, the 6 investor witnesses, present any special 
complications of any kind that would prolong their 
testimony to what we have heard in this past hour 
and a half today. 

MISS MYSLIWIEC: No. 

MR. GOIDEL: I do not mean to dampen things, 


of Mr. Shevack and Padilla will go to anywhere near 
but -- 


THE COURT: There is a little lseway here, 


you understand. 
MR. GOIDE),: It was my intention when “ir. 


Shevack takes the stand, if h- is called -- 


THE COURT: I am not talking about Shevack 


MR. GOIDEL: (I. am sorry. 

THE COURT: Just the investor witnesses, 
which based upon today's qauge, if it is that, we 
may anticipate that we will consume 9 hours of 
testimony moving with the efficiency that this young 
lady produced here today, you too, Mr. Goidel, I 
give you credit for that, “Mr. Padilla, for not 
having any questions at all. 

MR. LERNER: I understand your Honor, we 
are talking about a time period or frame. 


(continued next vage.) 


THE COURT: Just an approximation. 


MR. LERNER: You're not trying to -- 


an effort to accommodate all the people who 


| 
| 
{ 
| 
| 
THE COURT: What I am saying is just this, in | 
| 
| 


demand court time, if we consume tomorrow and Thursday 


in completing your investor witnesses, it still does 
leave you high and dry as far as Mr. Shevack and Mr. 


Padilla are concerned. 


MR. LERNER: In terms of which we intended 
them to take the stand, we intended to place Mr. 
Shevack's investor witnesses on first and then take 
Mr. Shevack and have him testify, and then do 
likewise with Mr. Padilla. I that presents any 
unique problem for the Court I suppose we could 
accommodate the Court. 

However, that was our strategy. 


THE COURT: My own feeling on it is this, 


as far as strategy is concerned, if we are dealing 
with a jury here and there was some particular 


impact to be left with the jury as a result of 


hearing Mr. Shevack's testimony, after hearing 
Mr. Shevack's investor witnesses, I could well 


understand the strategy. But I am not the jury 


even though I am supposed to be the trier of the | 
| 
facts. And my own feeling is, since I am sonewhat | 
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of a copious notetaker too, that if you can get 
through your 6 investor witnesses all at once, then 
I probably would get tne message after hearing 6 of 
them, one after the other. 


And then I could turn my undivided attention to 
whatever you are going to do with Mr. Shevack and | 
‘Mr. Padilla, -- 


MR. LERNER: Your Honor -- 


THE COURT: =~ ££ 2 ie possible. 


MR. LERNER: Is it understood that -- well, 
we will make every attempt to finish him in two days. 


THE COURT: I do not even like to suggest the 


possibility -- but do we have anything co interrupt 


this tomorrow? I would even Suggest that you try to 


have two witnesses here, having one perhaps come at 
even 11 o'clock. 

MR. LERNER: Can we start at 9 30 tomorrow 
morning? 

THE COURT: Mr. Simon, how about that? 

MR. GOIDEL: Your Hionor -- 


THE COURT: What's your problem? I am willing 


MR. GOIDEL: Tt is rather difficult for me to 


take care of my office and at the same time be here 


every day. I think your Honor can appreciate this. 
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What I have been doing is running into the office 


and getting the mail out of the way and then running 


back here. On the one or two days I could do that, 


I even had my secretary carry the mail here to the 
courtroom. I hope to spend a half hour in my office 
for the phone to start ringing at 9 o'clock, that is 
just to take care of some calls. 

But frankly, it ie just piling up. 1 am 
carrying them around in my pocket. 

THE COURT: You are a single practitioner? 

MR. GOIDEL: No, I am not a single 
practititioner, your Honor, but -- 

THE COURT: You have a partner? 

MR. GOIDEL: ‘ty partner happens to be on 
trial, one of them, in this court yesterday. I don't 
know whether he is still on trial. 

‘dy other partner is on trial in the 
Surrogates Court in Manhattan. We just meet at 
7 o'clock in the evening, usually, 6:30 and we have 
begun to forget what each looks like. It has been 
one of those situations. 

As you see, Judge Ward called up yesterday, 


and the Court of Appeals has ine on for another 


trial after this. 
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THE COURT: Judge Ward would appreciate it 


if I got you out of this fast by making you come 


at 9:30 so we can get it done. 

MR. GOIDEL: Judge Ward has already estab~ 
lished November 1 as the date of trial. 

MR. PADILLA: I work nights and qetting up 
here by 9:30 in the morning is really cuttina into 
my sleep time. I am not getting enough sleep now. 
I don't get home until about 2 o'clock in the 
morning. 

THE COURT: Well, un x the circumstances 
I suppose I can't be difficult. So perhaps we can 
arrange, though, to start promptly at 10. 

MR. LERNER: Absolutely. 

THE COURT: You have two witnesses for the 
morning and two for the afternoon? 

MR. LERNER: Fine. 

THE COURT: So we will try to get them in. 

MR. LERNER: We will try to do that. 

THE COURT: Yes, try to. 

“AR. LERNER: I would like only one courtesy 
from the Court: If we do have a second witness, 
here, in the afternoon, if the Court would try to 
stay late as we can So we can finish the witness 


so he doesn't have to come back. 
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THE COURT: Oh, yes, we will try to keep 
ourselves to a time schedule. 

MR. LERNER: Most of these people work, so it 
is a problem. 

THE COURT: I understand. 

If you should get rid of four tomorrow, you 
will have two left for Thursday. You then might 
get a chance to get to one of the vorincipals. 

MR. LERNER: Great. 

THE COURT: We will work that out. Then we 
will have to suspend operations because of these 
other cases. And then we have the problem Monday, 
that being a holiday, and that will be a problen. 
You understand that. it's . legal holiday of the 
Court and we won't have any reporcers or anybody 
else available. That's a three-day Congressional 
weekend. You remember Congress arranged that. So 
Tuesday, a3 I say, the 15th, I will be taking the 
other case and hopefully, perhaps, finish it. 

But again, one never has a guarantee of these 
things. So that now my question is this: 

I have another case ready for trial. And if 
we could finish this case -- if I am finished with 


the criminal case, we could finish this case up on 


the l6éth. So maybe I should get these other people |; 
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| 


in. They have been very anxious. They have had many) 


firm trial dates that the Court was unable to keep 


because of criminal cases and because of one thing 
and another. 


And TI finally told them -- I didn't realize 


this case was going to go this long. I thought oit 
would be much shorter -- 

MR. LERNER: It is a qood thina that we got 

a few defendants in this. 

THE COURT: I understood or I thought it 
would be perhaps somewhat shorter. 

So now my question is, do you think this 
case could be finished up as far as the evidence 
is concerned on the 16th, and I would be willing to 
pick that up on the 16th and tell the other people 
to wait a day or two? 

4R. LERNER: Do you mean have Mr. Shevack 


and Padilla on in a single day? 


THE COURT: If we make progress, a8 We have 
been discussing it here, tomorrow and Thursday, you 


might be able to have Shevack on Thursday afternoon, | 
I don't know. 


MR, GOIDEL: I certainly have no objection 


to it. The scope of my examination, of course, 


with regard to Mr. Shevack, can take two different 


fab A} 
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avenues. I can simply cross examine him as I would 
any witness or at the same time try to put in my own 
case if I feel it is necessary for me to do that. 

THE COURT: Rather than cross examine? 

MR. GOIDEL: Well, not rather than cross 
examine, but simultaneously with the cross examina- 
tion, or I could just cross examine as I would any 
witness and then let them rest their case and see if 
I wanted to go forward, and in which case I would put 


him on on direct testimony. 


(continued next page.) 
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THE COURT: Do you wish to take Mr. Shevack | 

{ 

before you wish to take Mister -- | 
| 


MR.LERJER: In terms of witnesses, your Honor - 

THE COURT: I suggest Mr. Shevack be informed | 
his presence would be required here by Thursday after- | 
noon. ‘ith the possibility that we are able to work 
a miracle tomorrow -- 


MR. GOIDEL: I will have him here Thursday 


all day. If we need him in the morning -- Do we 


mean this Thursday? 

THE COURT: Yes. 

MR. GOIDEL: I will have him here this Thursday. 

THE COURT: Yes. ‘Tomorrow is Wednesday and 
we expect to deal with at least three or maybe four, 
hopefully four, of the investor witnesses, and Thursda 
morning with two investor witnesses possibly so that 
Thursday afterneon they may be able to take on your 
man. At which case the prospect may look good if the 
case is not completed on Thursday it can be picked up 
again on Wednesday the 16th. As far as they are con- 
cerned and maybe as far as you and Mr. Padilla are 
concerned. 

MR. GOIDEL: I understand. 

THE COURT: Then I would expect that time woul 


be required for the preparation of post-trial briefs 
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and I woul) aven say to extend any oral argunent unti 


the briefs are ready 30 we can focus on things in 


light of that. 
MRSLERNER: It sounds fine. I would like to 


see it come off that way. 


COURT: Let's see what we can do on that 
day. I will see you toucrrow morning hopefully ready 
to go at 10 o'clock sharp. 

(Whereupon, a recess was taken at this time 


until ‘October 9, 1074. at 10 a.m3) 
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THE COURT: Good morning. 

THE CLERK: Case on trial, Securities Exchange 
Commission against Galaxy. All parties present with 
the exception of Mr. Padilla. 

THE COURT: I think we will proceed. 

MR. GARMANSKY: We would like to call 
Mr. Melvin McLean. 


MEL VION ae MC DL 2 A ON, a witness called 


herein, was sworn by the “lerk of the Court and 


testified as follows: 
DIRECT EXAMINATION 
BY MR. GARMANSRY: 
Q Where do you live, Mr. McLean? 
A Brooklyn. 
Q Can you give us the exact address? 
127 Linden Street. 
Where are you employed? 
Morgan Guarantee Trust Company . 
What do you do there? 
Securities clerk. 
What is your educational background? 
High school graduate. A couple of college 
credits. 
Q Have you ever heard of a company called Galaxy 


Food, Incorporated? 


McLean-direct/Garmansky 

A Yes. 

Q When for thie first time did you hear about 
Galaxy? 

A It was in the summer of 1972. 

Q Will you please describe the circumstances 
under which you heard of Galaxy? 

A Well, I was on my lunch hour one afternoon 
a gentleman pulled up in a late model car and stopped me 
said, "How would you like to earn about $50,000 a year?” 

I looked and I smiled and I said, "How? Is it 
legal?” He said, “Yes, it is legal." 

“What do I have to do to earn this type of 
money?" He said, "Here is my card. Come tonight and I will 
show you.” 

I said, “Can you give me some information here 
right now?” 

He said, “No. I am in a harry. I can't 
explain anything to you right now. Come tonight and I will 


show you." 


Q id you know Mr. Schevack prior to this? 


GOIDEL: Objection. 
COURT: I don’t think he identified this mar 
GARMANSKY: i'm sorry. Withdrawn. 


COURT: What was the amount Mr. McLean 
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referred to in the testimony? 


MR, GOIDEL: $50,000. 


THE COURT: <ALL riaht. 


a) Mr. MeLean, «did this individual who anpnroached 


you on the street identify himself? 


A He eCidn't say. He didn't give me his name at 


ZY 


the time. 


0) Lid he give you anythins? 


10 : ee ew 
A A Card with His name on the vottom. 


MR. GOIDEL: Objection. 


THE COURT: Well, he -- 


MR. GOIDEL: He can say he aave him a card. He 


can't say it identifies him as being that person. 


THE COURT: He may testify as to what name 


appeared on the card. 


2) Hac vou ever met this individual prior to that 


time, Mr. Mclean? 


A No sir. 


MR. GARMANSEY: Ti would) Tike to marie) ak 


PlaintiE tf sExnihbie) 32 (this) card, 


THE) CLERK: In order not ite deface the card T 


attach a plece of paper with my ticket on it and, mark 


it Plaintife's Fayinit 382) for) identification. 


28 ‘ 
So marked. 
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Q Mr. McLean, I would like to show you wha: has 
been marked Plaintiff's Exhibit 32. 


Do you recognize it? 


A Yes, I do. vd 
9) How did you receive that card, Plaintiff's 


Exhibit 327 


A This is the card the gentleman gave me, one 


Artie Shevack. 


MR. GARMANSKY; I would like to offer it. 


i 
\| 
1] 
i 
| 
| 
il 
i} 


THE COURT: Artie Shevack, is that what it says? 
MR. GARMANSKY: On the card it says Arthur. rt | 
is offered in evidence as Plaintiff's Exhibit 32. 
(Pause.) 
MR. GOIDEL: May I conduct a voir dire? 
THE COURT: All right. 
VOIR DIRE EXAMINAT=ON 
FY MR. GOIDEL: 
Q Sir, the card, when given to you, disi it have 
this writing appearing on the face? 
A Yes sir. 
Q And down here at the bottom? 
A Yes. 


How about on the reverse side? 


No °° 
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Q Notning on the reverse side appeared on the card 
when handed to yoU? 
A No. 
ca) But the front of the card is the same? 
A Yes. 
MR. GOIDEL: Your Honor, I will have no objectiaqn 


to the introduction as long as anything appearing on 


the back for the purposes of this trial unless the 


witness testifies with regard to it should be excluded, 


THE COURT: For the present we will admit the | 
face of the card as the exhibit. 

MR. GOIDEL: Thank you, sir. 

THE CLERK: May I have it to mark it in 
evidence? 

MR. GARMANSKY: Yes. 

THE CLERK: So marked in evidence as indicated 
by the Court. 


DIRECT EXAMINATION 


BY MR. GARMANSKY: (Continuing) 
Q Mr. McLean, did you subsequently find out who 


the individual was who approached you on the street? 


Artie Shevack. 


| 
Who was ad | 


McLean- «i re«:t/Garmansky 


@) Did you attend tha that 


told you abou’ 


that meeting? 


out three speakers. 


any 


you recai)} 


EVeulay, One M 


1 y t 


one ih Dk 


did 


eae awit 
McLean, 


a person could Money in 


er 
>f) 


eaker 


yurt 


gir 


xr. Shevack 


3peakers? 


Ven Roth. 


Ste 


> rou how 


wiat 
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identified? 
MR. GARMANSKY: Pardon ine. 
THE COURT: ‘Steven Roth. 
MR. GOIDEL: ‘That was the second. 
GARMANSKY: He didn't identify the first. 
YHE COURT: Then I misunderstood. I heard 
there were three speakers anc he identifiee one as 
Steven kKoth. 
Do you recall the other speakers? 
No, I can't remember who it was. 
Would you please tell the Court what ‘ir. Roth 
told you concerning how a person could earn money in Galaxy? 
A Mr. Roth said this is a growing company of the 
future. You can earn money in this company two ways, the 
first one is the way we are Coing it at present. That is by 
selling franchises, getting the individuals to Join.) The 


sale of these franchises, you receive a conmission from each 


individual you bring into the company. And on the other 


hand the distribution of the groceries when we are establishe 
and start selling the groceries. Which is for each customer 
you have and when these customers buy groceries from you you 
receive a commission fmm the sale of these goods and that 
customer will be yours forever. And they showed a rigure 


on the blackboard, by % anount of customers you could earn 
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up to $48,000 to $50,000 a year with Galaxy. And he said the | 
| 
| 


say to do it is, to join Galaxy is two ways, either become 
a field manager cr distributor. Field manager franchises 
would be sold at $2,000 and distributorships would be sold 
for $5,000. 
0 Mr. McLean, going back to one point, where were. 
you working at the time you attended the first meeting? | 
A The same company I work for now, Morgan 
Guarantee. 
What was your salary? 
About $140. 


A week? 


A Yes. 
Q At this first meeting you attended, do you know | 
what the meeting was called? 


A Presentation. 


(Continued next page.) 
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9 | DIRECT EXAMINATION 
; | BY MR. GARMANSKY: (Cont.) 
e Q Now, did any of tne speakers state now much 
| 
5 | & person could earn at Galaxy? 
\ 
Bit MR. GOIDEL: I am roing to object unless the 
“ speaker is identified. | 
. 8 | MR. GARMANSKY: The question calls for a yes or| 
g || no, then I will ask. 
0 MR. GOIDEL: It shculd be the reverse, 0 
li | else spoke and what did he 3ay. 
: 12 | THE COURT: I think we are ~--read the question) 
13 | (Question read.) 
eid 1 , : 
£ : 14 || THE COURT: Well, he alréady testified as I undpr- 
18 | stand it, that Mr. Roth stated what he could earn. 
I 
16 Y think the question really is. Did anyone | 
17 || else speak on that suvject, Mr. McLean. 
pe | 
@ 
12 | THE WITNESS: Yes. Sut I can't recall the namel. 
: 19 || : I don't remember who they were. 
ie |i : ve 
” oo || BY MR. GARMANSKY: 
91 |i Q At this time “as any blackboard used at this | 
qo || aeeting? 
Pi 4 : 
23 I A Yes. 9 
1 | 
» 24 |i Q Would you tell the Court how the blackboard was 
a | 
; 26 |) used in the meeting? | 
i | . 
Py os | f 
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A Yes. | 
Q Would you tell the Court how the blackboard he 
used in the meeting? G 
A The speaker before Mr. Roth, he put some 


figures on the blackboard showing that by getting two 


customers, right, for the sale of food that each customer, 


you know, what you spent in the market per week, these custo-| 

mers shopping every week, buying groceries, 1t would amount | 

to X amount of dollars per vear. | 
Q The figures that you mentioned previously that 


@ person could earn at Galaxy were these fisures put on the 


black -- : 
A Yes, forty-eight to sixty thousand dollars a year. 
Q Did Mr. Roth use those figures in his 
presentation? 
be A Yes. 
Q Was there any reaction from the audience 


that you observed? 

A When Mr. Roth explained the figures on the 
blackboard, there was a cheer and applauding from the 
audience. 

Q Did any speakers, Mr. McLean, talk about 
his distribution of customers? 

A Yes. 


Q Who said that? 


Fd 


he 


~ 


18 


19 


22 


Lely 


Wa 
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A Mr. Roth. 


Q Would you olease tell the Court what he said? 
A Mr. Roth said any amount Galaxy would get -—- | 
Galaxy would get the first thousand or so customers and 


when we get those customers tney will be cistributed amongst 


the (Leld managers and distributurs equally, no preference, 


every one will have the same amount of customers. 

4d anything els® occur at this meeting that 
Vou atten Mr. feoLear 

Yes. Somings on to the end of the presentation, 


there were a few people in the audience who said, "I have 
a check already.’ And tr.) Roth sald. Come upto the plac- 
form,” you know, with the check. 

Mr. Roth would read the check and say, "So-and- 
s0 has become a new member of Galaxy.” 

Whatever position, may be field manager or 


distributor, this took place about three times during the 


a 


course of the effect of the presentation. 
And there was some more avnlauding and cheering 
when these people would stand uno and beceénie new Imemoers 
in Galaxy. 
a 


Q At this meeting was Mr. Shevack present also? 


A Yes, sitting next to m. 


ee ne 


| 
| 


17 


18 


22 
2% 
2 
25 
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Q What was Mr. Shevack doing when you noticed 
the people present cheering and anplaudinc? 

A He was also cheering and applauding. 

Q Was he doing this at the same time you 


observed the other people doing it? 


A Right. 
Q WHat happened after this meeting was over? 
A After the meeting was over, Mr. Shevack said 


to me, “Well, what do you think?) 
I said, "It sounds very good." 
He said, “Well, would you like to Join Galaxy?" 
I said, "I sure woulc but there is one bir 
problem, I don't have the money to join Galaxy." 
He said to me, "Where are you working?" 
I said, "Morgan Guaranty Trust Company." 
We said, “How much do you make?” 
I said, "$1450 per week." 
He said, "If you really want to Join Galaxy 
{ can get you into Galaxy, Galaxy Comnany.” 
He said to me, "Where do you live?" 
I said, "In Brooklyn." 
He naid, “How did you get nere?" 
I said, "I came by subway.” 


He said, "Ilow are you moing back home?" 


. 
% 


10 
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I said, "By subway.” 
He said, "Nonsense, I am driving you home." 
Q Did Mr. Shevack take you home? 
A Yes. 
Q Was there any discussion in the ca” concerning 
Galaxy? 
A Yes. 
Q Please tell the Court what did he say to you 


did you gay to him? 
A He said to me, "Before I joinea Galaxy, Hi 
was working on Wall Street, making $125.00 a week.” 
I said, "Oh, yeah? 
He said, "Yes." 
"And Mr. Lee was a very good friend of mine 
and he told me about Galaxy Corporation.” 

He said, “After a while I seen these guys 
making money with Mr. Lee, so I decided to joii Galaxy! He 
said to me he didn't have the money also, but he borrowed 
"Tf you 


the money to join into Galaxy. And he said to me, 


really want to Join Galaxy, I can help you. You know I 
can help you get the money to Join.” 

Q Did Shevack tell you he was making money in 
Galaxy? 


Yes. 


A 
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Q Did he tell you whut he was doine witha the | 
money? 


A He told me,first of all he bought himself a 


new late model Cadillac KlDorado and in the process of 


purchasing a new home rignt now. 4 


b¥ivia 
ws. 


| 
| 
8 | 
9 | 
(continued next pare.) 
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if 
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~ 
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McLean-direct-Garmansky 1220 

DIRECT EXAMINATION (Cont'd.) 
BY MR. GARMANSKY: 

Q Did Mr. Shevack give you any type of figures, 
how much he made in Galaxy? 

A At that time he told me he was making between 
~~ already made between thiety - to forty thousand in Galaxy. 

Q Nid Mr. Shevack ever show you any documenta-~ 
tion which reflected any amount of money he made in Galaxy? 

t don't think so. Not in the car. He just 

told me he already made thirty - to forty thousand in Galaxy. 


Q Die he ever show you any Gocumentation at a 


A Yes, at my home. 
Q What did he show you: 
A Some checks. Galaxy that weren't cashed yet. 


Three checks that weren't cashed yet. I know I saw one for 
$3,000. And then he showed me some check stubs also from 
Galaxy. 

Q Did you notice any other amounts of money 
besides the $3,000 check? 

A I could only say $3,000, that was the one 
on top. 


Q Was this on any particular type of stationery, 


these check stubs? 


{ 
1 Hi 
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m A NO. 
9. 
Q Did you see anything about Galaxy on thes: A 
check stubs? 
A Yes. 
i ra 
B 
2 What did you observe? 
A The name Galaxy Food. I remember the check 
° they used to pay they were the same type color check they paid 
Hy ‘ 
re ao 
Q Mr. Shevack took you home that night after 3 
the first meeting and cropped you off? 
. Y< S. 
ig : 
shat happened next concerning Galaxy, Mr. 
i McLean? 
ie | 
1h © , 
; A A few days after, Mr. Shevack called me on my 
\ 
16 , : i ‘ 
job and he asked me how was I makin gout with money. I said a 
17 A ‘ 
1 haven't -- no money as far yet. Ne said well, there is one 
eaee 18 | 
| thing left we have to do, try the banks and see if we can get 
4 v 
19 | ~ “ * Ty ~~ 
| a loan for you from the bank. So I said,"Mr. Shevack, I! | 
20 | y 
| don't want to take out no loan from the bank because I alread 
i 
21 || i 
|| owe First National City Bank a ioan and finance company 
22 || : , , ; 
I money,” he gaid, “Don't worry about it, you are doing it bat 
2 a 
““ || your family, if you get this loan you will be abie te pay it 
| 
24 | Nae 
|| off in time and you won't regret it in the future.” 
| 
2) | ) ; 
i Q Did Mr.Shevack mention how you were going to ho 
i 
1 


| 
| 
| 
| 


; 3 McLean~direct-Garmansky | 
122 | 
2 | obtain the loan? | 
3 A He said he was going to take me to the bank | 
‘ of North America to get the loan. 
6 Q Was any type of appointment set up? | 
. A Yes, he said he would call you on your job | 
i tomorrow morning, and make a date. ile asked me what tive | > 
. I go to lunch, I said between , @nd2. Be eaidy 1 will calj 
rt you around 11:30 and let you know if I will be there or not | 
10 || . | 
then we covld go to the bank and get the loan. | 
6 
| 
u Q How long was this after your first meeting | 
i2 2 | 
you attended in Galaxy? 
iy 13 : 
te A This was about probably ten days to two weeks. 
" Q Did Mr. Shevack call you the next day? | 
" A Yes, he called me that morning. Anc he said | “ 
16 | - 
to me okay, can you go to iunch 22030. twa 2 normally | 
ia i | go at 1:00 o'clock but I could leave a little earlier today | 
| 
| 
18 | and meet you 12:30. He said okay. I will be downstairs | + 
P sy parked in front ot the bank at 12:30. Meet me at that time | 
20 | | 
downstairs. 
9) H 
a Q Did you meet Mr. fShevack 12:2 that day? ; 
22 | 
} A Yes. | 
23 t | 
| Q Where did you yo? A 
) 
“| A Ayound the corner from Morgan (uaranty where 
© I work to the bank of North America. 
| | “4 
} 
| 
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2 | and his brother or brother-in-law works for one of the banks 
3 || and that he could help get loans for peopie to join Galaxy. 
4 || I said okay, I put down my wife as working in this company 


o in Brooklyn. 


MM fils. 6 
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Did you go into the bank? 
Yes, I did. J went into the bank. 
Did Mr. Shevack accompany you into the bank? 
Yes. 


what did you do when you and Mr. Shevack went 


in the bank? 

A I went and I took a loan application and 
started filling it out, before ! did that, he said to mea, 
*"Do not put reasons for the loan that you want to ~- that you 
want to invest into a company because you won't get the loan 


that way, the reason should be you want to buy furniture.” 


And he also said to me, "Put on the loan that your wife is 


working at a company in Brooklyn" Sol said to him, I said, 


"t can't deny that my wife is not working. Now can I put 
down she's working for a company in Brooklyn." He said to 
me, "It is no problem. If they call at this place, we have 


people to answer the phone and say, ‘Yes, she is working at 


this company.'" He said, “This way you put down your wife 

and you are working together and you will obtain the loan much 
easier." I said to him, "I don’t think it's a good idea, you 
know, to put down that she's working." He said that "I have 
obtained loans for most of the people I brought in this way. 
And I also have -- there are also a few guys in the company, 


George Padilla," he said he is a top money earner in Galaxy 


McLean - direct 
DIRECT EXAMINATION 
BY MR. GARMANSKY: (Cont.) 
Q Do you recall the company? 
A I don't remember the name of the company. 


Q Did you put down the purpose of the loan was 


for furniture? 


A Yes. 
Q Did you sien this application? 
A Yes. 
MR. GOIDEL: I object. 
The best evidence rule I think comes into 
play here and I think we are concerned with the 
application and the application will speak for itself, 


and it will be offered in evidence. 


If the application 43 not available it is 


certainly subject to subpoena. 

MR. GARMANSKY: We first have to ascertain 
whether the loan was approved. If it is not approved 
they don't keep applications gluttering up their 
files. 

THE COURT: Was the loan not approved? 

MR. GARMANSKY: It was not approved. 

THE COURT: Why don't you bring that out? 


There is no use wasting time on this. If it hasn't, 


MeLean - direct 
bring it out. 
GARMANSKY: 
you sign this loan apnlication? 
L did. 
you give it to anyone in the bank? 
loan manaver and they 


looked i 


overrule that objection. 


continue. 
to the loan manager and he looked 
over the loan and he said, he asked me a few questions. lle 
said to me,everything on this loan application seems right 
to me, I don't see why you shouldn't get this loan. 
He said, you should hear from me in two days, 


give you a call in two days and he gave me his card 


said you will hear from me in two day3. 
Q Did you have any discussions with Mr. Shevack 
after you gave this loan anplication to the bank? 


A Yes, I said to him, "I don't like putting down 


on this loan application that my wife is working when she 


4s not working." 


He said to me, “Your duty is for you and your 


family and I told you before there is nothing to it and tha 
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you should set the loan. 
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a5 
| get the money for you." 
3 
1 Q Did Mr. Shevack name any particular financi 
4 || 
| company ? 
5 | 
| A He said’;There is one in particular, Household 
6 
| Finance, I will take you to Household Finance and we will 
met the loan for you from them." 
8 HI 
Q Did you go to Household Finance? . 
Oo tl 
| A Yes. 
10 
| Q Who did you ro with? 
1] i 
I A Mr. Shevack and Peter Cancilla. 
12 || 
li Q Who is Mr Peter Cancilla? : 
I A He is Mr. Shevack's partner. 
14 | 
i MR. GOIDEL: I move to strike that 
15 |] 
} characterization. 
16 | | 
H THE GOURT: All right. I will strike the 
i} 
7 ij 
| characterization, perhaps some further questioning 
18 || | 
} will clear that up. 
19 | 
® | BY MR. GARMANSKY: 
20 | 
Q Did you have any discussions with Mr. Peter 
21 | 
Cancilla? 
22 
A Yes. 
23 | 
Q Did MR. Peter Cancilla tell you what he was 
24 
doing for a living? 
25 


MR. GOIDEL: Objection as to anything that a 
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non-party to this litigation said. 
MR. GARMANSKY: Withdrawn. 
Q Nid you have any discussion with Mr. S3hevack 


concerning Peter Cancilla? 


A Yes. 

ia) Did Mr. Shevack tell you who Peter Croncilla 
was? 

A Yes. 


He told me that Peter Cancilla was his 
partner, that Peter Cancilla, before he came to Galaxy that 
he wasn't working and couldn't find a job and s0 forth. 
| He told me right now that he rot Peter Cancilla 
into Galaxy lending him money to join up and when "eter 
got into the comnany, Peter paid him in avproximately two 
weeks and now Peter Cancilla 1s doinr well, and boucht 


himself a new Cadillac and he is planninse to vet married 


and buying a house,also, in the future. 


(continued next pare.) 
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a 

| DIRECT EXAMINATION 
3 

| iY Hit. AR WAY (Cont'd): 
a 

i} 

I wee YOU Mahe Out 2 loan aplication at Uousehole 
5 | 

I 

| Finance? 

i 

i ‘ Ces x 
ai 

We bar. shevack heCceerpaly you Co nousenold Finahce 
8 i! ‘ 

iH 

| A “OS, Ne toox me over tuere in His Car, 
9 jj 

I} ? : : 

i Vie NG yO into souseucld Finance witi: you? 
10 | 

if 

| eh MO, 84C SCayeu Outsiue in vais car, 
11 


| 4 Jiu Myr, Ghevack instruct yOu in any way con- 
12 | 
i 


cerning your loan application witna nouseroClu Finance?. 


13 || 
i : rs) 
i] és TES, He told nme to do the sane tailing, to put 
14 || 
| 
i an application like I neeu a lvean for funiture, 
15 | 
if 
i| eee 
i yc Wi MY, oaevacn tell you aow nuen to YOrrow? 
16 |} 
| & be told me to asi for yi, JGJ, put in for 51,000), 
79 | 
Ae y 
| Ce | us 
i : Yl AG ylVe You any Feasaus for this tigure? 
18 || 
a nell, le, 6aiu, tne legs money I p»put uown, taner 
19 
| ds a Letter chance of me Outalning tue ivan. woo I applied 
20 
for $1,000 on the applicatioii. : 
21 
; Did Mr. Shevacn anstruct you in any Way concer: 


a iO. 


Ww Did you put cown on tne application concerning 


= ££ 8 B 
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12 


13 


14 


15 
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A NO. 

Q Now, did you fill out a loan application at 
Household Finance? 

ra X¥es. 

oe Vhat dic you put cown for tue purpose of the 
loan? 

A To purchase furniture. 

Q Did you sign that loan applicatie:? 

A ses, I dic. 

bid you give it to anyone at .ocusehola Financee 
aA Yes. I civeit ta Nr. Persico, wanayger of 


iicusehold Finance, 


< Did you receive any proceeds fror .ousehocld 
Finance? 

A Yes. 

Q iLow much? 

a Approximately 9709, 

Q Approximately how len, cic you wait to get tunis 
money? 

A Approximately two or tnree davs., 

“ what did you do with the ;7U0? 

a well, the day I yot the cueck for the 3700, 


Mr. Shevack and fir, Cancilla brought me over to tue finance 


company to pick up the cnecch, so when £ came out and yot inte 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


5) 


tO 


10 


oy 


21 


22 


24 


+5 


licLbean - cirect 1231 
the car with tne check, Mr. Shevack took the check out of 


my hand anu .e said, "“Contragulations, you're on the way to 


beconin:; a new member of Gulaxy Foou Company." 


ryt? 


Then he took out a coutract anu tole ine to sign 
my name to the pottom of tic. contract, wich I did. 1 gave 


him back the contract. 


Old you reac tuis contract wnefore you signed it 


4 40a. 
e wiat dia tne contracec. sav? 
Pe AD EDEL wo jection. 


bik COURT: I tnuink we nave a vest eviuence sit 
uat ion . 


Mik. GARRANDRY: ‘ie don't have the contract, 


your ionor, ‘this is tne best evidence. 
MR GOlbew: vcnow a facsinile, 


MR. LERNER: o@ don't nnow whicn one the witnes 


The COURS: well, Show .ilic voht of thenx. 


BY MR. GARMAGAY: 


a Docs this appear to we the contract you signed? 
A That's not a contract. 


rN Tie Sane as List vut tiat isn't tae one i signen. 
ssat color was the paper -- 


eo 


ee - 194h 
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an.j att T9a" cia ne it > } 
asthe NOUS MM de AMEIGOE SEAT “— wall 


r 1O sed! 
Cue. Hares ef then Gish be te BOG «at tue. | 
4 \ q py a M4 ae . 
B Dek Cah. ie at Sy SE See) eee em as ai 
of these, ‘tir. ‘ichean? 
6 | . 
A Yee, F va, 
a 1L ci Facoult? 
8 | 
zt SUB IONO :its IAGVaCK Gave tie to Lyn wa tis 
| 
! 
| 
t 


in ividencea,. 


14 


: , ' P 
fad a8 26 Just ohne siget of .gper to ss. 


Q What @id you do after ,;ou signed tuat sheet 


\ 

i 

' 

| 

| 

i 

{ 

9 And ££ was wiilta? | 
| 

' 

| 

{ 

A ‘ye. Bhevaech Cold) we o--l said, “vell,. you sai 

give me the check bach,” ani ne said, 9, i want to tane | 
the check over to the Galaxy Company anc give it to tuen, de 


posit tne cneck with them with tae contruct wcre. 


"So I said, “Okay.” 2 said, “men will I hear 


% &§ 8 B 


from you?” Arc 12 gaid, "I will call you Sunuay," Neauiny 


17a ! 


| 
| 
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2 | | 
| eunday, the step-Up presentation at tne warehouse of Galaxy 
3 
| Food. 
HI 
: dow, what position were you yoing to join 
a : 
Glaxay? | 
i 
6 | | 
i AS a Field manager. | 
ty | 
7 ij | 
i ) HOw MUC. was that fielu manayer position? | i 
8 
A 92,000. 
Qo i) 
‘ i J, Anu AOW uch uoney cid YOu ylve ur. Shevack? 
10 
i 9790. | 
a NOw, did Mr. Shevack tell you cou were now a 
2 LS ae \ 
4 . | 
field manager? 
13 
i A Yes, he did, | 
14 | | 
© Wid you ask hin wow -- Gia you asx his any | 
16 | 
questions @hien he told you? 
| 
16 | 
A < didn’t asx him at tuat tive. | 
7 y | | 
fo what did you ask inim? | 
18 || , 
iH A I didn’t ask him at that time put 1 askea him 
19 | 
| at the vuncay presentation, “ow can i »vecone a fielu manager 
20 | 


with just giving you a cheex for 2700?" And ne said, “shat 
we will do is anybody that YOu yet to join into Galaxy Food 
wiil go towards tho $700. if £ could yet tiive Customers to 


| 
| join that would ic my tec of 42,000 te Galaxy vecau e each 
| person that joineu you yet 3500. | 
| 

} 


2 vie. “iy, Uhevacr ask you who you would Le _—s 


i an 4M 
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for? 
re Mr. SHEVaCK) and Jeter cCancilla. | 


MA. GOLDUD: «2 ouject. 


Throughout now, ald J iave given wice Lacitude 


and this witness nas oeen lea anc leu. 


wv 


Ithink questions should be agkeu; 1a 
anything said, who saiu wiiat to wiouw, wut I uo not 
think it should be inthe forts Lt Was read.us tiuiis 
time. 

ThL COUR: wead wack tie question asic answer. 


@uestion anu answer reaa.) 


weet me 
om oO 


(Continued ci nest pego.) 


22 
yx) 
24 
25 


238 
Zam2 


SO 


See 


BY 


MR. 


35 
McLean-~direct-Garmansky _ 


MR. LERNER: It doer o- : require a yes or no 
answer. 


MR. GOIDEL: That is why it is incorrect. 


| 


n effect you are saying to this witness that 
something along that subject was said to him, now | 
repeat whet it was. 


A proper question is, was anything else said | 


to your? Did you say anything else to him? That is 

the proper way to ask the question of your own witness. 
THE COURT: I will agree that it is leading. 

X will caution counsel about leading the witness. 
Have him recall what was said respecting a 


certain matter. | 


| 


GARMANSKY : | 
Q Now, Mr. McLean -- 


| 

MR. LERNER: May we have amoment, your Honor. 
THE COURT: Yes. | 

Q Was any arrangement discussed with Mr. Shevack?| 


MR. GOIDEL: Objection to the form. 


THE COURT: Again you brought him to the point 


where he had a conversation with Shevack regarding the 


check and the possibility of supplying the balance, if 


he does certain things. 


Now, was there anything more said between the 


| 
| 


u 2 McLean-direct/Garmansky | 

| 
a two of them at that time? | 
3 Let us see if we can first explore the witness’ 
4 


recollection and then we can proceed to the next event. 


5 BY MR. GARMANSKY: 


6 Q Was anything else discussed between you and | 
| 
7 Mr. Shevack at this Sunday step-up meeting? | 
8 THE COURT: No, it wasn't at the meeting. | 
9 We still haven't gotten to the Sunday meeting | 
16 yet. | 
qv MR. GARMANSKY: I believe he testified that wh 
12 he saw Shevack at the Sunday, step-up meeting, hea aske 
13 how- can I join as a field manager for only $790. 
14 THE COURT: Perhaps I missed that. | 
15 I thought this all took place at the time he 
16 took over the check and signed the contract and that 


one of the questions he asked was how ine could become 
a field manager for $700, and as I understand it, 
Shevack told him that if he brought in people, three | 
people, for example, he would get $500 for each one ani 
that could be used to make up the balance. 

Is that correct, Mr. McLean. 

THE WITNESS: This was at the step-: ' meeting 
when I asked him. 


THE COURT: Which step-up meeting are you 
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H 

2 | talking about, the one at th: warehouse. 
| 


THE WITNESS: Yes. 


4 THE COURT: In other words, you were at the 
5 | warehouse when this occurred. 
‘ THE WITNESS: Yes. | 
) THE COURT: He already had vour neck. | 
j | 
8 | THE WITNESS: Yes. | 
9 THE COURT: And you already had signed that’ | 
1 | document that was shown to you. | 
THE WITNESS: Yes. | 
0 THE COURT: All ridht. | 
i | BY MR. GARMANSKY: | 
Ht 
4 Q Now, did you receive a copy of the contract | 
ve | you signed? | 
3 
16 | A. +, Mes TF G14 not. | 
17 | Q Did you have any other Ciscussions with Mr. 
18 | Shevack at this Sunday step-up meetina concernina vsur pay | 


ment of $700? 
A Yes. 


| Q Please tell us what was discussed? 


Shevack, how can I become a field manaqer cqivina vov a check 
for only $700? 


| | 

| | 

| | 

21 | | 
A At the Sunday step-up meeting I said tn Mr. 
He said, what we will do is that the SAlaxy | 

| 
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Company wilt hold the check you gave us here and each indi- | 


vidual you bring in, vou will be workine with neo and Peter 


Cancilla, and each individual that you bring in to doin in | 


Galaxy will go towards your commission to bacome a Fleld 
Manager. That is what he told me, | 
Q What happened next, Mr. McLean? 
A At the step-up meeting --- on Sunday, they paid | . 
the people who worked for Galaxy, so when his name come up, 
I think the check was $6,000, ard he said, do you see how | 


easy it is? TI made $6,900. 


{ 
| 
MR. GOIDEL: That he made personally. | 


THY COURT: No, this is just someone in the 


| 
audience. 


9 Do you know who this person was who received 


| 
this $6,000? 


A Mr. Shevack himself. 


Me said, do you see how easy it is? Ir one 


week I made $6,099, 
I said that is pretty good. 


He said, if I can do it, so can you. That Wag | 


" Now, Mr. NeLean, (id you sponsor anyone into 


1239 
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A | 
2 9 How many people? 
i] 
3 | A Three. | 
4 |) f°) Who were these people? 
i 
| 
5 A My cousin, Wendel James, and two brothers from 
é) the West Indies. I do not remember their names now. 
| 
7 |i THE COURT: Not brothers of yours? | 
| | 
a || THE WITNESS: No. 
| 
| : | 
9 || THE COURT: You cannot recall their names. 
} | | 

10 } THE WITNESS: ‘No. - 

i | 

ii i DO you recall whether or not these people joinefi 

i Daisy Pm | 
12 || Or invested in Galaxy? 
\ a he 

13 |i ‘ Yes, all three of them did. \ 

| 

14 || Q Do you recall what nositions they invested in? 

| 

15 % ‘A One was a cistributor and two as field managers} 

| | 

16 | Q these two brothers, did they join separately 

i 
17 or in one field manager position? 
18. || A Separately. One was a distributor and one 
I 
iI 
19 | field manager. 
\ 

a | o How about your cousin? 

21 | A Field manager, separately. 

22 Q Do you know when tnese people joined? 

- 23 A I would say around the month of August. 

24 Q What year? | 
' 
| 

25 A 972. | 
i 


i) 
4 


senescent ihneneenrineteetenataneeeeieetetnttimibiantis 
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Q Did you bring these individuals, these three 
individuals you just mentioned to Galaxy meetings? 

A Well, I brought my cousin but the brothers, I 
met them at a presentation one night and they came there 
on their own and I told them are they interested in Galaxy 
and they saic, yes. 

I said, okay, I know someone by the name of 
Arty Shevack who would sponsor them in if they wanted to 
join, that he could sponsor then. 

So that night when Arty Shevack came to thir 
presentation in Brooklyn, I told him there are two brothers 
sitting over there and they would like to join Galaxy and I 
told them all about you and he said, good. That is verv 
good. 

He said if they join up this will go towards 


your position to become a field manager into Galaxy. 


Q And these two brothers did subsecuently join? 
A Yes. 
Q Did Mr. Shevack tell you after they joined 


that you earned money in Galaxy? 
A Yes. 
Q How much money did he tell you you earned from 


these two brothers who joined Galaxy? 


A $1,000, 


Ot ee Nett ae te eh he hee Sh A BLE 


} 
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i 
2 Q Did he give you the money? 
i 
34 A NO. 
4! © Nid you ask him for the money? 
i ‘ | 
B04 A T asked him, why don't you give me the money 
‘ so i ¢an give it to Galaxy and he said, what I did already, 
7 che profit from your commission, I already turned it in to 
i : 
g | Galaxy aiready with your check. 
i i 
i 
9 | said don't worry about it, I already tirne#i 
rg | it into your oosition 
{ 
; 0 Dic Mr. Shevack say that you were now -- | 
VW i 
withdrawn. 
sie | 
13 | of Did Mr. Shevack give you any amount that was 
i! ‘ 
i | 
1 | now in your name towards the purchase of field manager | 
i | 
15 | position? | 
16 | MR. GOIDEL: I would like that question re- | 
7 fraineé. Y don't even understand the question. 
f i} 
H 
18 i MR. GARMANSKY: I will rephrase it. 
> i 
19 | Q Did Mr. Shevack tell you how much money was 
20 | paid into Galaxy on behalf of yourself for the purchase of 
an a field manager position? 
| 
22 A 82,3500. 
23 2 Did Mr, Shevack tell you how much more money 
24 you owed for the purchase of the field manager position? 
95 A $500. 


——— eae = 
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Q And you have testified that your cousin 
Mr. James subsequently joined Galaxy? 
A He joined afterwards, after the two brothers 
joined. 
Q Did you have any discussions with Mr. Shevack 


about the commisaion from Mr. James' investment in Galaxy? 
A Well, when Mr. James joined I said to him, 

okay, Mr. James, he joined up to Galaxy and that is my 
$2,000 towards my commission. 

Wher, do I get my badge and my number and my 
contract and he said I already gave you a contract and I 
gaid but the contract is supposed to have a number on it, 
stating how many people are into Galaxy and this contract 
you said you gave me has no number on it and he said, oh, 
that is right. 

He said to me in a couple of days he wii: ‘et 
everything. You will get the contract with your name and 
you will go to school for training to become fully a field 


manager. 


(Continued on next page.) 


show I am in Galaxy, because at ‘this moment I knew I wasn't 
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° | Q At what particular time was this? | 
| A This was around either the early part of | 
‘y Octeher or late part of August 1972. 
| Q Did Mr. Shevack give you any documents at all 
é | that reflected that you were in Galaxy? 
ie A The only documents he gave me was -- no, as 
8 | & matter of fact he didn't. The only documents I got was 
i 
) ‘ at the Step-Up Meeting I went to when they gave me the bookle 
| about Galaxy. That was the only document I got from 
ay Mr. Shevack. 
| 
a Q A booklet? 
- | A Yes. 
i 
uf Q Mr. McLean, do you recognize Plaintiff's 
15 | Exhibit 4 in Evidence? 
6 | A Yes, I do. ‘This is a bookletthey gave at the | 
li 
i. Step-Up Meeting on Sunday. 
| Q Mr. McLean, did you subsequently receive a 
wy contract anc your badge and field manager's number from 
| Mr. Shevack? 
| A No. 
| 
"T Q Did you ask him about this? 
| 
| A I kept asking him every time I saw him. I sai “ 
od where is my badge and all my papers that belong to me that 
i 
| 


Everything is O.K. I said I want all my papers now at this 
moment. He said 0.K. Tomorrow you will get them. So I 

said X am not going to wait until tomorrow. I want -~ I went 
and I told Mrs. Artie Lee what was taking place. You know, 
I gave Mr. Shevack so much money and as of now I want my 
papers and contract that belongs to me. She said 0O.K. 


| 

1] 2 McLean-direct 1244 | 
. | into Galaxy. I was becoming worried. He said don't worry. | 
MR. GOIDEL: Objection to what Mrs. Artie Lee 


is alleged to have said, your Honor. 


worried, is that correct? | 
A Yes. * 


THE COURT: First, I would like to know did 


Mrs. Artie Lee hold a position with Galaxy? 


THE WITNESS: I really don't know. Her hus 


| 

| 

5 

6 

f 

8 

9 

10 

i Q Mr. McLean, you said you were beginning to get 
is the president of the company. 


THE WITNESS: Yes, I knew that, right. 


20 THE COURT: All right. Now, a little while 
21 ago you testified you earned $1500 in commissions, is 
22 that correct? 

23 THE WITNESS: Yes. 

ea THE COURT: And you already paid in $700? 

25 THE WITNESS: Yes. 


18 THE COURT: I see. You knew that? 
| 
i 
j 
| 
| 
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THE COURT: That was $2,200? 
THE WITNESS: Yes. 
THE COURT: That was $200 more than what a 
field manager should cost? 
THE WITNESS: Yes. 


mir COURT: Did you ever ask Mr. Shevack about | 


E WITMESS: 3, £ did. 


m COURT: When did you do that? 
WITNESS: That was a couple of days after 
I got the check from Household Finance. le said to me 
that the $200 I owed First National City Bank, which 
was in the amount of 15- or 200, around that area -- 
THE COURT: That was the halance? 


THD WITNESS: Yes. Mr. Shevack told me he 


went over to First National City Bank and paid off 


the loan I had with what I had with First National cit 
Bank. 


™Ir COURT: Did you ever go to the First 


National City Bank and find out if that was so? 
THr WITNESS: Yes, I did. 
THE COURT: That is so? 
TIN WITNESS: It was paid off, yes. 


All right. 
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Q Mr. McLean, you just testified you were 
vorried, you didn't have your papers at this time, is that 
correct? 

A Yes. 

Q Would you please tell the court your reason 
for being worried about not having the papers. 

A The reason I was worried, a couple of field 
managers were saying -- 

MR. GOIDEL: Objection to any statement made 


by any field manager or alleged eld managers. 


THE COURT: What would be the purpose of this 
proof with respect to conversations with other field 
managers? 


MR. GARMANSKY: Your Honor, I just asked the 


witness what his concern was at this time, why he was 


worried, why he didn't have necessary documentation 

reflecting the fact he was a field manager. And I am 

trying to elicit a response from the witness, 

Q Mr. McLean, what was going to occur in Galaxy 
beginning on October 1, 1972? 

A I think that was a time when they raised the 
price for the distributorship from five to seven and field 
manager from two to three thousand dollars. 


Q Would you please tell the Court your concern 


McLean-direct 
why you wanted your documentation? 

A I wanted my documentation before the lst of 
October so there would be no repercussions by saying instead 
of being in for $2,000 I have been in for $3,000. That's why | 
I wanted my rapers to show I am in Galaxy from the first of 
October. 

Q You testified you told Mrs. Artie Lee concerning 
this situation -- 


A 


Q Did you explain to her what happened with 
Mr. Shevack and the commissions from the three individuals 
you introduced to Galaxy? 
A T am not certain if I told her all the details 
THE COURT: Let me ask you this, after you 


mentioned this to Mrs. Lee, did you do anything else? 


THE COURT: Not what Mrs. Lee told you. 

THE WITNESS: No, I did not do anything else. 

THE COURT: You did not? 

THE WITNESS: That was the 3lst of August at 
the big rally to raise the price from five to seven. 

THE COURT: Maybe you mean the 30th of 
September? 


THC WITNESS: Yes. 


| 
| 
| 


| 
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Q Mr. McLean, were there any meetings that you i 
| 


had with anyone concerning your getting the necessary documen— 


tation to join Galaxy? 


Q Did you explain your situation in Galaxy to 


| 
| 
A I don't understand any meetings. | 
| 
| 
| 


anyone other than Mrs. Lee? 


A No. 


Q Do you know whether or not Mr. Shevack was 


asked to explain what happened vis a vis your joining Galaxy? 
MR. GOIDEL: Objection, your Honor. 
COURT: It calls for hearsay. First of al 
this documentation, the papers? 
WITNESS: Yes. 
COURT: Before October lst? 
WITNESS: I got them after October lst. 
COURT: You got them after October lst? 
WITNESS: Yes. 
COURT: You did get them? 
WITNESS: Yes. 
COURT: From whom did you get then? 
WITNESS: From Galaxy company. 
Q Mr. McLean, did you have any conversations wit 
Mr. Charles Horowitz about the necessary documentation? 


A Yes. 
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Q Would you please tell us what he said and 
what did you say? 
A This is when I told Mrs. Artie Lee about the 
situation. She told me -- 


MR. GOIDEL: Objection. 


my question was what did you do after that and 
sald you didn't do anything. But apparently you 
speak to Mr. Horowitz. 
THE WITNESS: Yes. 
THE COURT: That is what -- 
THE WITNESS: Mr. Horowitz asked me -- and 
Mr. Ralph Avni called Mr. Shevack into their office 
that night and Mr. Horowitz said to Mr. Shevack -- 
MR. GO®EL: Objection unless the witness 
establishes he was present. 


THE COURT: Were you present? 


| 
THE COURT: It may seem difficult to = 
| 


THE WITNESS: I was. Mr. Horowitz said to 


Mr. Shevack there seems to be a problem here with you 


and Mr. McLean. So Mr. Horowitz said to me, Mr. McLea 
will you give me your impression of what took Place 
here. So I told Mr. Horowitz that I gave Artie 
Shevack a check for $700. Mr. Shevack told me that he 


would take this check for $700 and deposit it with 


McLean~-direct 

Galaxy Corporation and on my behalf I could get -- if 
I get three more customers to join Galaxy which would 
be my total to $2,000, I would be a manager for the 
Galaxy Corporation. I already got my three customers 
into Galaxy and as of this date, September 20th, I have 
not received any contract, my documentation, nothing | 
from Galaxy Food Corporation. 

Mr. Horowitz asked Artie Shevack is that it a 
Mr. Shevack said that is right. So Mr. Horowitz said 
to Mr. Shevack, come into my office, I want to talk 


to you. Mr. Horowitz and Ralph Avni and Mr. Shevack | 


went into the office and while I stayed outside in the | 
waiting room in about 20 or 25 minutes the three of 
them appeared from the office. Mr. Horowitz said to 
me you are both right. Mr. McLean, you are a field 


manager with Galaxy. As of now, take my word for it, 


| 
| 
| 


you are a Galaxy field manager. Come next Sunday, 
come into the office and I will give you your contract 
and all your documents that you are a field manager. 
He said we don't want no one to feel that we are doing 
any harm in the company. We will take your suggestion 
and agree that you are entitled to become a field 
manager with Galaxy Corporation. 


(Continued on next page.) 


McLean - direct 


DIRECT EXAMINATION 


BY MR. GARMANSKY: (Cont.) 


MR. GARMANSKY: I would like to mark Plaincise'} 


Exhibit 33, this document. 
THE CLERK: So marked, Plaintiff's Exhibit 33 
for identification. A one-pare document. 


(So marked. ) 


McLean, do you recognize Plaintiff's 
Exhibit 327 
A : I do. 
Q Does your signature appear on Plaintiff's 
Exhibit 337 
Yes. 


Is this the contract that Mr. Hurwitz gave 


Yes. 
MR. GARMANSKY: I would like to offer into 
evidence Plaintiff's Exhibit 33. 
GOIDEL: I have no objection, your Honor. 
CLERK: May I have it, please? 
COURT: Mark it in evidence. 
THE CLERK: Yes, your Honor. 


So marked Plaintiff's Exhibit 33 in evidence. 


MeLean - direct 

(So marked. ) | 

| 

BY MR. GARMANSKY: | 
Q Mr. McLean, did you attend any other presenta- | 

tion meeting similar to the first meeting after you joined 


Galaxy? 


| 
i 
i 
| 


Yes. 
Approximately how many? 
I would say mout -- probably eirht to ten 
meetings. 
Qn Was this meetine run stmtilar 
meeting you testified to? 
A Yes. 
Did you earn any money in Galax? 
No. I didn’t earn nothine. 
MR. GOIDEL: Objection, he obviously earned 


Something, he already testified to it, vour tionor. 


The fact he may not have chosen to take the 


proceeds and used the proceeds, allocate to somethins-- 


| 
THE COURT: JI understand your ob‘ection, perhaps 
| 


I took the question to mean over and above *1599. 


SARMANSKY: 
O Mr. McLean, did you earn anvthiur over and 
above the $150. concernine the three people you snonsored? 


A NO, 2 did’ not. 


McLean - direct 

Mr. McLean, did you know -- strike that. 

Do you know who Arty Lee is? 

Yes. 

Do you know position in Galaxy? 

es. 

Do you know Mr. Lee earned money in 
Galaxy? 


A Yes, Mr. Lee, himself, also was earning money 


from Galaxy by selling franchises, and I don't know for a 


fact but I was told that Mr. Lee was also receiving a 


commission from Galaxy Foods, salary from Galaxy Foods. 
Q Who told vou that? 
A This 1s what I hear from all the distributors. 
Q Mr. McLean, did you ever hear anyone from 
the Galaxy management, the ex cutive board or Board of 
Directors ever tell you how they were paid in Galaxy? 
No. 


Did you ever attend any training sessions in 


Yes. 


Who were your investors? 


Thadius Stenson. 


Anyone else? 


Mr. George Padilla. Mr. -- not Ralph “Martin, 


McLean - direct 
Walter Martin. 
When did you attend the training session? 
Soon after I got my contract from Galaxy. 
That would be approximately O-tober 1972? 
Right. 
Would you please tell us what was taught at 
these training sessions? 


A We were taught *-w to approach customers, 


prospecting in the streets. Like you walk to someone and 


say, "Sir, how would you like to earn $50,000 a year?” 


And if the person said to you, "What will I 
have to do?" just hand a card and say, "We're having a 
presentation, come down tonight and we'll show you how to 


make this type of money.” 


And also whenever we start distributinre the 
merchandise, we were told we would ret commissions from all 
the customers, from Galaxy Food. 


(continued next vaze. ) 
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MM : 4 THE CLERK: Document marked for identification 
: ym 


TéamRl as Plaintiff's Exhibit 34. 


PY MR. GARMANSKY: 


i 
0 I show you what has been marked Plaintiff's 
DO you recognize it? 


C How do you receive -- or, how did you receive | 


that document marked Plaintiff's Exhibit 34? 
| 


A Prom Mr. Artie Shevack. 
9 When did Mr. Shevack give it to you? | 
A The second time I saw him. | ee 
| 
14 Q Where did he give it to you? | 
15 A On my job. | 
16 Q Now, at the time you joined Galaxy -- 


1% MR. GARMANSKY: I would like to offer into 
18 evidence what has been marked Plaintiff's Exhibit 34. 
19 MR. GOIDEL: No objection. | 
<0 MR. PADILLA: No objection. | 
21 THE CLERK: So marked. 
22 | BY MR. GARMANSKY : . | 
23 || Q Now, at the time you joined Galaxy, did you feel | 


“4 you had a guaranteed investment? 


25 MR. GOIDEL: Objection as to what he felt. 


44242 i 
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2 2 THE COURT: Yes. Sustained. | 
BY MR. GARMANSKY: | 


Q Mr. McLean, did you have any conversations with | 
| 
Mx. Shevack concerning what has been marked Plaintiff's 


Exhibit 34? 


A Yes. | 
| 
| 

a © Plesese tell us what you said to him and what he 
| 
said to YOu | 

a I said to Mr. Shevack, if I invest two thousand | 
| 


ollars with Galaxy Foods and if for no reason at all I see 


that Galaxy is not functioning to my expectation, can I get my 
money back. 

14 | Mr. Shevack told me, he said, after being in 

is | Galaxy for a period of six mont’ 3, I am not sure whether it 


16 was six months or a year, that any money you invested with 
17 | Galaxy, for instance if I invested two thousand dollars, and if 
s2 4 18 I sponser a field manager, I will get back for my two eee 
| 19 dollars, fifteen hundred dollars. 
20 || The other five hundred dollars would go towards | 


Galaxy. 


| 
22 || If I invest two thousand dollars and I didn't 
23 | sponser no one into Galaxy, I get my entire two thousand ar 


MR. GARMANSKY: Thank you, Mr. McLean. 
| 
No further questions. | 


~ 


24 | 


25 


McLean-cross/Goidel 


| CROSS-EXAMINATION 


BY MR. GOIDEL: 

Q Would you describe the circumstances under which 
you and the representatives of the SEC first began to confer 
on this matter? 


A Well, I first heard from the SEC, I woulda sav 


| about four weeks ago. I got a phone call on the job. I wasn't 


| there at the moment and the person left a message for me to 


call the number that they left. 
When I returned the call a Miss Williams | 
answered the phone and said this is the SEC and they are 


investigating Galaxy Foods, that I was one of the investors in | 


| Galaxy and they would like me to appear as a witness in court. 


Q Did you make an npeniaiame’ at that time, sir, 
to go to the offices of the SFC? 

A Yes, sir. I told her, she said, could I come in 
the following day, which was a Friday. 

I said I could make it tonight, Thursday night, 

at seven o'clock and I made the appointment at seven o'clock. 

Q When you went there, did you speak with 
representatives of the Commission? 

A Yes. 

Q And how long were you there? 


A Approximately two and a half hours. 
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$ @) Were you advised that you were under investiga- 
y tion? 
| 
; A Not to my knowledge. 
} 
Q Dic anyone advise you concerning the law as to 


what might or might not constitute a violation of law? 


A I do net recall 
= i 0 Well, now, for example, did anyone advise you 
that the making of an application to a bank containing false 
irtormation might be a violation of law? . 
B Yes, that they did. 
be Q When, in the conversation that took two and a 


13 | half hours, were you advised of this? 
+4 A I would say in the beginning of the conversation 


” when I told them I made an application at the bank and signed 


the application. 


17 | Q You work at a bank; is that right? 

18 | A Yes. | 
19 | Q You work for that bank for how long? 

20 | A Pour years, December 21. | 
ae Q Prior to meeting with the representatives of the 
22 || 


| SEC, were you aware of the fact that the making of a false 
| application for a loan to a bank might be a violation of law? 
24 || A 


Yes. 


25 || Q Not withstanding that knowledge, you testified 


| 
| 
| 


McLean-cross/Coidel 


here today that you did Prepare an application for a loan 
containing false information? 

A True. 

Q Had you ever rrevious to that occasion made an 


application to a bank for a loan wherein you stated false factg? 


amount of those outstanding loans? 


A No, never. 
Q That was the first instance? | 
9 | 
A Right. | 
10 | 
a) Did you ever go to the bank or to the lending | 
| 
11 ; , , | 
institution, that is, the finance company from which you | 
12 | 
finally borrowed the funds and advise them that your applica- 
13 
| tion was false? 
14 | 
A I did not get that question. | 
15 | ; : 
| Q After having made this false avplication, know- 
| 
| 
oI ing that making it might constitute a violation of law, did 
7 ‘ 
; | you ever return to the finance company to clear the record, 
| 
8 ‘ 
‘ | to advise them that you had in fact made a false application? 
| 
19 
| A No. | 
20 eek | 
0) Now, sir, the facts on this application that you) 
| 
21 
submitted to the finance company, did they include the fact | 
| 
that you had at that time outstanding loans? 
i A Yes. 
24 
| Q Did you announce to the finance company the 
* 
| 
| 
| 
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is Yes. 
Q Do you recall what, if anything, you set forth? 
not recall. 


De you recall how much was outstanding at that 


time? | 
A Well, the only one I owed was the First National! 
| 
8 ity Ban | 
| 
r ‘ P : . | 
‘© you know how much was outstanding at that 
| 
} e4 me > | 
| 
A Around a hundred fifty, two hundred dollars. | 
| 
i) Did you ever communicate that fact, that one | 
| 
| 
! 


hundred fifty to two hundred doliar fact to anyone? 


i4 A Y think I did, to Household Finance. 
D 3 To anyone else at all? | 
16 A Artie Shevack. 
17 Q When did you tell Mr. Shevack? | 
18 A The first time he asked me if I owe any bank | 
| 
| 


) | money. 


20 | a) You told him what? 


21 A I told him I owe First National City Bank and I 
22 had a loan and still owed them money. 


(9) Did you tell him the amount? 
A i think I did. 


25 Q Are you certain you did? 


i 
| 
| 
| 
! 
| 
| 
| 
| 
i 
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2 A I am certain, yes. 
3 | @) What did you say to him? 
4 | A I said, I owe First National City Bank, I have | 


5 || an outstanding loan there. 


6 | Q Is that all you said to him? 

7 | A Yes. 

8 | Q Did you give him a figure? 

9 | A The balance, one hundred fifty to two hundred 


10 || dollars. I don't recall the exact amount. 


11 | Q Did you communicate any figure or fiqures to 


| | 
| 
| | 
12 | Mr. Shevack? 
| A Yes. | 
14 | Q At that first meeting? 
a A On the way home in the car, yes | 
16 | Q That was in what month? 
17 | A I would say from July to August. | 
18 | Q Was it July or was it August? | 
19 | A I cannot remember. | 
20 Q When did Mr. Shevack go to the bank in your 


| 
21 | behalf to pay off the First National City Bank loan? 


29 A When we got the check from Household Finance. | 
23 Q When was that? | 
| 
| A I would say the latter part of August. | 
| Q Did you ascertain at that time whether the | 
| | 
| 
| | 

i} 


24 


25 
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amount you owed was one hundred fifty or one hundred seventy- 


five or two hundred dollars? 


A Yes. I knew because I had my bank book and the 


bark book showed the amount I owed, 


Q Did you give Mr. Shevack that book? 
A Yes, I gave him the payment book. | 
0 And you asked him to deposit that check with 

the First National City Rank? 


I didn't ask him that. He told me he was going 


to taxe care of the loan I owed to the National City Bank. 
0 And he did that? 
i 
A Yes. 
Q You checked that? 
| 
A Yes. 
a) You were speaking about a meeting between you 


and certain representatives of Galaxy with regard to your 


contract which you wanted to receive prior to the first of 


October? 
A Yes. 
Q Do you recall saying that Mr. Hurwitz, 1 believe 


it was, said something to the effect, after a meeting in a 


room, you are both right? 
A Yes. 


Q Did Mr. Hurwitz ever tell you that Mr. Shevack 
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2 | had not left the money with Galaxy Poods in payment of your 


3 | obligation? 
| 


4 | A He did not tell me anything like that, no. | 

5 | Q I want to clear the record on this point, sir. 

6 | Are we to infer from what you said before that 

7 | Mr. Shevack took monies belonging to you and used them for his! 

8 || own purpose? 

9 | MR. GARMANSKY: Objection. The question is not 

10 | proper. | 

11 | If Mr. Goidel wants to infer anything, let him | 

BY ask the witness proper questions. 

13 | Let him ask him outright. 

i MR. LERNER: It calls for a conclusion. 

15 | MR. GOIDEL: I am asking whether he wishes to 

16 || draw that inference. That is a proper question. 

17 | There has Leen an awful lot of testimony with 

18 | regard to his franchise and whether Or not it has been 

9 | paid for and certain implications that Mr. Shevack | 

20 | pirated or stole or in some other way didn't deliver 

21 | monies that were owing and due. | 

22 | MR. GARMANSKY: This is not a proper question | : 

2 for the witness. | 

24 We had testimony from Mr. Lieberman and asked 
5 him on the bocks and records that he looked through dia | oh 


McLean-cross/Goidel 
it show five hundred dollars or any amount that was 
paid for Mr. McLean as a field manager position. The 
books and records are the best evidence. 
That is a matter of argument. 

The present problem is whether this kind of 
question on cross-examination is permissible. 

MR. LERNER: Ask him if he knows whether the 
money was used for illegal purposes or was converted 
for his own use. If he doesn’t know -- 

MR. GOIDEL: If he doesn't ..now that, he 
shouldn't have been asked the question on direct. 

I have a right to ask this witness what he wants 
this Court to infer from his answers. 

MR. LERNER: That is ridiculous. 

THE COURT: No, it is not ridiculous on c:ross- 
examination. 

I can assure you the basic question is the form 


of it in terms of what it is related to. 


You haven't asked this witness whether, insofar 


as I know, this witness has ever claimed that the 
monies were not deposited. He made some point of the 
fact that despite repeated questions concerning his 
documentation he finally felt it necessary tu go to 


someone higher up to get that matter straightened out, 
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2 | Now, if you want to inquire whether that was the! 
3 belief he had, I will permit that. | 
: 4 On the basis of his testimony, was he acting on | 
5 | the belief that something crocees was going on? | 
6 || BY MR. GOIDEL: | 


a ‘@) You just heard his Honor's comment. 


8 Were you of the belief that Mr. Shevack was 

9 | acting improperly towards you as relates to your money? 

10 A Well, in the beginning I had no -~ I believed 
11 in Mr. Shevack in the beginning and I had confi-.ance in hin, 


12 | but this was going on for a period of time and I see that I 


13 | wasn't going nowhere and it led me to believe there was some 
14 || improper conduct going on towards my affair. 
15 Q And after you received your contract, were you 
16 || of the same belief? bah | 


17 A I still felt that something was crooked and wags 


18 | going on when I got my contract. I still felt something was 


| 
| 
19 || wrong. | 
20 Q Did you believe that Mr. Shevack took your money | 
| 
| 


21 || and used it for his own purposes? 


22 A In my estimation I came to that conclusion later 


vai Q You did come to that conclusion? 


25 A Yes. 


\ | 
if 
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I | 
2 9) I take it that did not well-dispose you towards 
| i me | 
3 i Mr. Shevack? 
| | 
4 You didn't feel very kindly towards him? 
| 
\ A Well, we had no -- we shook hands on the matter 
| | 
6 || ang we were friendiy after that. We still had a good | 
relationshinv. 
| 
1} 
8 i Cc I thought you saic some time later you began to 
| 
Y c e that there was some sort of a crooked deal there? | 
| 
10 || A I didn't trust him like Y.did in the begenndin | 
) ; | 
Vi Q How lona did you remain with Galaxy? | 
1 A Until they went out of business. | 
a 2 Was Shevack still in the organization at that | \ 
i { 
1 
14 | «ime? 
i 
: ws iI | 
{ 10 \ A No. | 
16 || Q Do you know how Mr. Shevack left the organization? 
; * } 
| 
if | 
7 A Well, I was told that; I got a phone call one | 
i | 
18}, evening and I was told -- | 
19 G First, who ma’e the phone call? | 
20 | A Ralph Martin. | 
~ 21 || ra) What did Mr. Martin say to you? 
e 22 A Ralph Martin said to me that Mr. Shevack had 
. a 


the property of Ralph Martin, he is my distributor. | 


THE COURT: When @id you recall that call wie 


j 


i 
! 
i 
| 
| 
i! 
| 
| 
| 
| 
4 23 | sold all his interest in Galaxy Foods and as cf now I am undex 
| 
| 
{ 
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come in? 
THE WITNESS: T don't remember. 
BY MR. GOIDEL: 
Q Let me ask you this question, sir: you cannot 


fix the time? 


4 


| 
| 
| 
| 
| 


| 
} you fix the period of the year, fall, winter, 
summer or spring? 

A It may be the spring. 

Q What year? 

A "72% 

Q What were your thoughts concerning the operation) 
of Galaxy Poods at that time? 

A I feel, or felt, that I could do good in Galaxy , | 
that I could have ea better life-style and «a living for me and | 
my family with Galaxy Corporation. 

Q I think you said as of that time you had already, 


started taking orders for food? 


1 
; 
; 
| 
i 
} 
} 


| 
| aA Right. 
| Q At that time you were advised that you were not 


| 
| 
entitled to commissions? 

A That was afterwards, that was much after they 


told us about a commission. 


| 
| 
| 
Q Didn't you inouire about your right to conmissiog 
| 
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when you first started selling food? 


A 


jiver? Did you make the 


inquiry 
Lnguired about the di 
1t Che moment, all the 
tuire will be yours and we would 
at the present time, that there 
no commission as a t that time. 


hs after the distributors and 


field mana: got together and they said why should we go out 


} 


| 


there tet ( ustomers -ani! Galaxy is getting all the 
and we are not getting any commission at all so Galaxy 
decided to ive us a commission on the orders that we 
getting. 

When was it thet vou received this comni 


MR. GARMANS RY: Ohiection. 


stribu- 


be 


will be 


the 


benefit 


were 


S83i01.? 


Now, the witness testified he never received a 
‘ 


commission. 
MR. GOIDEL: linless I misunderstood 


answer. 


‘stified on @irect he didn't 


receive a commis:ion. 


(continued on next rade) 
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@) Did you or did you not receive a commission? 

A We did not receive one, 

ce) You were promised you would be getting a 
commission but you didn't receive one? 

A Right. 

0 When was that? 

A That was the summer, spring or summer-time. 

Q The same period of time that you had heard that 
Mr. Shevack had resigned from the corporation? 


A He had left earlier from the corporation, sir. 


Q How much earlier? 
I would say the month of February. 
Now, this took place some time in April or May? 


A Around that time, yes. 


Q Did you try to resian from the corporation at 
that time? 


A Never tried. 


Q Why not? 


A Because I still felt I could make it with Galaxy | 


a) You still felt that it was a corporation that 
would honor its word? 

A Right. 

a) Did you continue to sell food? 


A Yes. 


a 
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Up until the end? 
Up to when they stopped selling distributors. 
How many customers did you acquire? 
A Eighteen or twenty. 
Q That is from the moment you stepped foot in to 
the corporation as a franchisee to the end? 
A Yes. 
Were they buying food to the end? 
Until the moment they stopped; yes. , 
And nowhere throughout that period of time, 
knowing that your investment supposedly was guaranteed, did 
| you try to sel} out to the corporation? 
A Never tried, no. 


Q Well then, you don't know whether they would 


16 | have honored that obligation? 


MR. GARMANSKY: Objection. 
a) Do you know whether they would honor that 
obligation? 

A I knew what they told me, it would be honored, 
that once you leave the corporation you get your money back. 

Q Were you a member of an association known as 
the Distributors' Association? 


A No. 


Qo Were you a member of an organization known as 
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the Distributors’ Council? 
A No. 
Did you participate in any meetings of 
distributors alone? 


A No. 


Q You mentioned something about, I think, Mr. 
Shevack showing you a check for six thousand dollars. 


MR. GARMANSKY: Objection, that is not what he 


THE WITNESS: I did not say that. 
BY MR. GOIDEL: 
Q What did you say? 
A I said he showed me a check for three thousand 
dollars and at the Step-Up Meeting one Sunday they gave him a 
check for six thousand dollars. That is what I said. 


Q Somebody gave Mr. Shevack a check for six 


A Yes. 


thousand dollars? 


Q Do you know who? 


A I don't recall who was paying that day, it could 


| 


that Sunday. 


Q Did Mr. Shevack show you that check or did you 


see it? 
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A Yes. They called out the figures at the meeting 
They said, if they call your name, they say, Melvin McLean 
nade two thousand dollars or three thousand dollars, whatever 
it might be. 
Q Did you see that check? 
Yes. 
That check said six thousand dollars? 


Yes. 


I think you said Mr. Shevack said that is what 
he earned in one week? 
A Yes. 
Q That check was a check of Galaxy? 
A Yes. 
Q When was it that you purport to have seen a 
; | check for six thousand dollars? 
A I don't remember. 
Q What month? 


A It could be the summer of '72. 


Q You could not be mistaken about the amount of 


that check, could you? 


A No. 
Q And somebody stood in front of the room and 
| gaia Mr. Shevack just earned a check for six thousand dollars? 


A Yes. 
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You saw that check? 
Yes. 


And that check said Galaxy Foods Incorporated 


Yes. 


You never received a check from Galaxy Foods? 
Never. 
So the only checks of Galaxy Foods that you ever 
saw were checks that were made out to others? 
A Right. 
Q What color was that check? 
A Kind of yellowish. 

MR. GOIDEL: I believe the Securities Exchange 
Commission is in possession of all checks of Galaxy 
Poods. May I call upon them to produce all checks 
encompassing the period of this witness' testimony? 

MR. GARMANSRKY: What is the relevance of that? 


MR. GOIDEL: This is cross and this is going 


towards credibility of this witness. 


THE COURT: It may. Do you have any checks? 


MR. GARMANSKY: Can the checks be limited? | 


MR. GOIDEL: Any checks made out to Mr. Shevack. 


MR. GARMANSKY: For this period of time? 


MR. GOIDEL: Yes. 
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They do not have to produce today, but at some 
other time so we can get on here. 

‘MR. LERNER: We only have the checks turned 
over to us by Galaxy Foods so that if there are any 
missing, we cannot be held responsible. 

BY MR. GOIDEL: 
Q Now, when Mr. Shevack first met you he said how 
would you like to earn fifty thousand dollars, right? 


ras @8. 


Q You liked the idea? 
Naturally. 
And you met him at a hotel that evening? 
fes. 
To attend a meeting? 

A Right. 

Q And there was a blackboard there and I think you 
said the figure of fifty or sixty thousand dollars appeared on 
the blackboard? 

A Forty~eight to fifty. 

i’: I think it was explained to you, you started to 
| give us some sort of an analysis of how you concluded you 
could earn forty-eight to fifty thousand dollars by saying 


something to the effect of if you take two customers and they 


buy so much food for a period of time, one year, and multiply 
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that by some other factor you come up with the figure of 


forty~eig t to fifty thousand? 

A Right. 

Q Did they limit it to two people, did they say, 
two people, forty-eight to fifty thousand dollars? 

A Right. 

Q Just by selling food to two people? 

A This is what they felt, or they illustrated on 
the blackboard, 

Q Now let me ask you this, did you believe at 
that time that two people spent forty-eight thousand, between 
two of them, to purchase food for one year? 


A Not in my estimation. I told them this. 


(continued on next page) 


McLean~-cross 1279 
Q Well, if two people do not spend $48,000 to 
feed themselves in a one-year period, obviously you did not 
feel that you could earn $48,900 from the saJe of food to 
those people, is that correct? 
B Yes. 
Q Notwithstanding your understanding, you 
decided to invest in this corporation? 
A t had that matter cleared up by Mr. Shevack. 
Q How did Mr. Shevack clear up that matter? 
He told me with two sales working for you you 
could make thai kind of money. 
Q Yes? Ifow much food would those two salesmen 
have to seil? 
A I don't remember what the figures were. 
Q Give us an estimate, if you remember. 


A I don't remember. 


Q What rate of commission would you earn, one 


percent, two, five percent, ten percent, what? 

A I believe it was a matter of five percent, 
something like that. 

Q Five percent? 

A Yes. 


Q So that $48,000 would represent five percent 
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of some greater figure which would represent in turn the 
amount of food that would have to be sold, is that correct? 

MR. GARMANSKY: Objection, your Honor. 
Mr. Goidel has about four questions there. I didn't 
understand the question. I would like it repeated or 
MR. GOIDEL: I will repeat it. 

Q That $48,000 that you earned would represent 
five percent of a greater figure which in turn represented 
the sale of food? 

A Two salesmen working for you, that is what he 
told me, with two salesmen working for you this will be your 


return from the two salesmen. 


Q Sir, I refer you to Plaintiff's Exhibit 4 in 
Evidence, have you ever seen that document before? 
A Yes. 


Q Did you ever see this chart before, the chart 


Part 2? 


| 
| 
being the page opposite that page in the book that reads | 
| 
| 
i 


A Yes. 


Q bid you ever see those figures that appear on 
that chart that we are referring to, written on the blackboard? 
A I think so. 
Q Did you see those figures appear on the black- 


board on the first occasion when you went to the hotel? 


McLean-cross 
(lo response.) 
And they were discussing how one could earn 
monies? 
A Yes. 
Dicl you understand when those figures were up 


On the blackboard what tniey represented? 


I ask you this question, ignoring 
for the moment whether the Statements were true or false, did 
you understand che statements relative to the operation of 
this business chat were mace to you by the representatives of 
Galaxy Food? 
A At that time, no. I didn't fully understand. 
Before you signed the contract, did you 
understand it? 
A Yes. 
Q Notwithstanding any doubts you would have had 
and understanding it, you executed the contract, true? 
A True. 
MR. GARMANSKY: Can we have a time? Which 


contract was this? 


MR. GOIDIL: His contract. There is only 


MR. GARMANSKY: We had testimony that he signe 


24 


& 
or 
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two contracts, one in Mr. Shevack's car -- 


Q 


first contract or the second contract? 


A 


Q 


fully understood the operation of this business? 


A 


Q 


A 


Q 


{ 
MR. GOIDEL: 0O.K. | 
THE COURT: Let's clea: it up. | 
MR. GOIDEL: I will try to clear it up. | 


Which contract are we talking about, fir, the 


The second contract. 


The second contract, by that time you feel you | 


Yes. 


You signed the first contract, did you not? 
Yes. 


Did you fully anderstand the business at that 


Yes. 


You brought three people into this business? 
Yes. 

One was a relative, J velieve? 

Yes. 


And the other two were brothers who resided 


somewhere other than here, is that correct? 


A 


Q 


A 


Yes. 
Or did they reside here? 


They live in Brooklyn. 


6 


x 


15 


16 


" 
f 


18 


19 


20 


21 
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| Q Your relative lives where? 
| A Just moved to Florida. 
Q Where did he live? 
A Brooklyn. 
Q One was a $5,900 investor and another -- che 


' 


other two were $2,09C investors? 


A Yes. 

a Is that correct? 

A Yes. 

o low much money were you to realize on a $2,000 


investment? 

A I don't get you. 

Q How much money, how much commission would you 
obtain on a $2,000 investment? 


A 9500. 


bg 


Q How much money would you obtain on the sale 
of a $5,000 franc’ ise? 

A I. think it was $1,000. 

Q That would represent on those three sales, 


not the amount that you previously said, but really 32,009, 


true? 
A Por a field manager? 
Q Yes. 
A If you are bringing in three people you get 
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| 
| 
1 6 McLean-cross 
| $500. 
3 Q Isn't it a fact that the commission on the sale 
‘| of $2,000 franchise for a field manager is $500? 
5 | A Yes. 
a Q Two of those would be $1,000? 
| A Yes. 
8 | Q Is it not true the sale of a $500,000 franchise 
| would yield the field manager $1,000 in commission? 
{ 
a | A No, the same $500. 
" Q Irrespective of whether you sold a $5,000 or 
a $2,000 franchise? 
a | A Yes, same thing. 
«| Q At least that's howyou understood it? 
5 | A Yes. For a field manager if you bring in a 
| 
ie | field manager to the company, it's $590. If you bring ina | 
i 
ma distributor to the company you get the same $590. | 
i 1 i 
te is | Q Q.K. That is fine. You understood this? 
oe | 
o | A Yes. 
od | 
2 | Q Sir, let me ask you this, with the exception i 
a for the Commission on Food, were any monies rightfully belong- 
| | 
| ing to you withheld from you? | 
| 
| | 
~ A I didn't get that. 
“7 Q With the exception of the commission on the 
i ' sale of food, were any monies rightfully belonging to you | 
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withheld from you by anyone in Galaxy? 
n I would say no because -- { would say no. 


Q How did these investors that you brouwgshe into 


Xe 
the ‘business pay for their franchise? 


I don't know. Mr. Shevack, he is the one that | 
took care of that. 

You didn't speak with him? 

spoke to them when they first came down to 

the business, when they were interested in Joining. 

Didn't they discuss with you how they were 

pay for their investment? 

No, Mr. Shevack handled everything. 

Weren't you interested enough to be with 
Mr. Shevack when Mr. Shevack spoke to your Customers? 

A ié was going to their houses and doing all the 
transactions with them. 1 wasn’t included in this. 

Q Didn't you feel you wanted to attend a meeting 
at which Mr. Shevack was going to speak to a person who 
potentially could yield money to you? 

A This is what Mr. Shevack told me. de would 
handle it. Just get him customers and join and from here on 
in he was taking care of it. 

Q I thought you testified that you were told just | 


| get the customers and get them to an Opportunity meeting? 


MNcLean-cross 
A Yes. 
Q Are you saying now Mr. Shevack did not bring 
them to an opportunity meeting, that he went to their homes 


to sell to them? 


A No, they went to the Opportunity meeting 


Q ‘ 2a at the opportunity meetings? 

Yes. 

So that you vere there when they were present? 
A Yes. 
Q And after the meeting, did mr. Shevack 


these people? 


A Yes. 
Q Weren't you there? 
A No. 
Q You went home? 
A I went home. 
You didn't bother to hany around lony enough? 
A NO, I told hin these are two brothers iskeoiile 
in joining Galaxy. 
Q Why did you go to the meeting? 
A Why? 
Yes. 


Just to be at the meeting. 


Do you attend all the meetings? 


i 
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NOt all. 
Only those to which you brought someone? 


ves. 


Naving brought these people and attending the 
you weren't interested enough to wait the extra 
id Out what was said to them? 
GARMANSKY: Objection. 
MR. GOIDEL: Is that a fact? 
THE COURT: I sustain that objection. I think 
* is argumentative and I think it is improper. 
well, sir, when did you first learn that 
the brothers had purchased the franchise? 
A The same day they purchased it. That same 
1" evening. 
18 ) What time of the day did they make the purchas 
19 | About this time of day. 
| This time of day? 12:25, roughly? 
Yes. 
Q And you learnec they had made the purchase at 
what time? 


At the meeting that night. 


In other words, you attended that opportunity 


| 
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meeting? 
A Yes. 


Q With them? 


A No, I had another guest that night. I brought | 


someone that night. 
Q Aside from the three people whom you sold 
franchises to, were there others that you brought to meetings 4 
A Yes. | 
Q Others that you tried to sell? 
Yes. 
How many? 


About four. 


Pour? 


Yes. 
And they did not purchase? 
A No. 
Q Did these people ever discuss with you, any of 
the seven -- three, or the four -~ did they ever discuss with 


you how they would potentially pay for the franchise if they 


bought it? 

A They weren't interested. 

Q But the three who were interested, you never 
discussed with them how they would pay for it? 


A No. 


{ 
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Q After having paid for it, did they ever rell 
yOu how they paid for it? 
A They never did either, no. 
Q Did you ever see these people again? 
A Yes, 
Q Did you ever inquire of them? Were you ever 
Curious as to where they got the money? 
A No. 
Q Well, did you ever Say to them, if you buy in, 
you shouldn't go to a bank and borrow money -- 
MR. GARMANSKY: Objection, your iionor. 
I never mentioned that to anybody. 
MR. GARMANSKY: I want the answer stricxen. 
THE COURT: He said he never did it. 
You say you attended Opportunity meetings? 
Excuse me, could I have a glass of water? 
Sure. 


(Pause.) 


which time discussions were had with regard to means of 
financing the purchase of a franchise? 
A Yes. 
What was said at the Opportunity meeting with 


regard to the means of purchasing a franchise? 


| 
| 
| 
| 
| 
1 
| 
Q You say you attended Opportunity meetings at | 
| 
| 
| 
| 
| 
| 
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MR. GARMANSKY: I object to the question. I 


don't believe the witness testified to opportunity 


meetings. 
A Not opportunity meetings. 
Q I am sorry, I thought you previously said 
opportunity meetings. 
A No. 
What type? 


Meetings among the distributors and field 


What were those meetings called? 
Training sessions and after training sessions. 
Q YOu were educated at the training sessions as 
to what to say to a prospective investor as 


he would obtain the money, is that correct? 


A Right. 


Q Or how he could obtain money, is that right? 


UA Yes. 
Q bid you ever stand up at chose meetings and 
gay, Hey, that is against the law? 
A No. 


Q But you knew it was against the law? 


What, borrowing money? 


To make an investment of this type and making 


a 
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application to a bank. 

GARMANSKY: %bjection, your Honor. This 

question? 

GOITDEG: - 1S ONe question. Whether 
those combinations of facts were known to him to be a 
violation of law. 

GHE COURT: What combination of facts? 

Making application to a bank for 
an investment in Galaxy and having that allegation 
bear false facts. 

THE COURT: He answered he never told anybody 
to gO to 39 hank and borrow money. ou are beating a 
dead horse. 

MR. GOIDEL: an, nOt seating a dead horse 
and thisis cross-examination. 

THF COURT: I understand it is cross-examina- 


tion. You have been allowed to proceed with great 


liberality. I am simply saying that in the interest 


of focusing on something that really matters here, 


we ought to pay some attention to the fact that we 
talked about a tine schedule yesterday and we ought 
to live up to it. ‘The case will naver end. 

GOINEL: I can only say this witness was 


On the stand for approximately an hour and a half -- 


McLean-cros3 
COURT: Wo, less ctnuan an hour. 
11:25, an hour an!’ a quarter. 
COLOR L: re ae a. ae 1 OULD the orlLainal 
| 


TUL COUR’: I understanl. I am simply sayine 


h2 has already pointe? out he never told anyone, anyone, 


as I understand the testimony, to yo cto a bank and 
borrow money. 
Q Let me ask you, were you ever physically present 


with Artie Chevack when he interviewed or spohe with any one 


of your three franchisees? 

A When he spoke to them how? 

Q About anything. 

A Yes, the night wien they came to get us that 
night, he shook hands, and he Jid 4ll the talking. 

Q Other than that, were you ever present wien 
he spoke to any one of these three purchasers? 


A NO, no. 


Q When did you introduce them to fir. Shevack? 
A The night of the presentation. 

That was the first time? 

Yes. 

When you went to tiie bank to make the loan, 


fr. shevack was with you? 


McLean-cross 
Yes. 
Who spoke with the bank officer? 
A Ek did, 
Q When is the last time you tried to sell a 


franchise? 


A That I tried to sell a franchise? 

Q Yes. 

A iI never tried to sell a franchise. 

Q Or a field manager's position or distributor's 
position. When was the last time you tried to sell either 
of them? 

A I would say around November of '72. 

Q That was after the company had not paid you 
commissions for the sale of food; is that correct? 

MR. GARMANSKY: Objection, your Honor. 
Was it after -- 
MR. GARMANSKY: This has been asked and answer 


over and over again. The witness testified the first 


time they did not pay him the commission on the food. 


a 


MR.GOIDEL: I have on cross-examination, with 
all due respect, the right to repeat a question, the 
right to connect up aspects of testimony, and the 
right to test the credibility and accuracy of a witnesg' 


statement. 
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THX COURT: Yes, but the difficulty with this 
is the date he gave you doesn't gibe with the food 
program. 

MR. GOIDEL: I understand. 

Q Was that after they had already dishonored 
an obligation to pay you a commission? 
THLE COURT: That is a misleading question and 


I won't permit you to ask misleading questions. 


Q Sir, were they in a retail operation at that 


What time was that? 
November of 1972. 
A I don't remember. 
Q Sir, you say when you attended the opportunity 
meetings, there was cheering and applauding? 


A Yes. 


Q Where did jou first hear the combination of 


those words? 
A When I -- 
Q When did you first hear the use of those two 
words in combination, cheeriny and applauding? 
MR. GARMANSKY: Your Honor, what is the rele- 
vancy of this? 


THE COURT: Wait a minute. ‘That is permissible 
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Do you understand the question? He wants to 
know when you first heard those words cheering and 
applauding used. 

THE WITNESS: . The first time is when I men- 
tioned it right here today. 

Q When you mentioned it here today? 


A Yas. 


THE COU. T: You had not previously heard those 


words used before you came to court? 

THE WITNESS: Not in this case. In other 
situations but not pertaining to Galaxy. 

THE COURT: Not pertaining to Galaxy? 

THE WITNESS: No. 


(Continued on next page.) 
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CROSS-EXAMINATIO,, | 


BY MR. QOIDEL: (Cont.) 


Q You are certain, you never heard those two | 


words used in connection with this litigation, "cheer and 


applaud"? Never heard those two words put together in that 


| 

way and used in this litigation before you sat here and | 

talked about it? 

A Yes. Like this was instivucted to us in the | 

training, session, like when you get someone in business, 

when you give a speech to get up and clap vour hands. | 

Q I am using, snecific words, the words are ee, 

and applaud" in that context, together, three words, ‘cheer 
and applaud" 

Is your use of those words here today the Jada 

time that you have heard those three words together in that 


fashion? 
A The first time? 
Q e.g 
A. No. 
Q When was the first time in connection with 


this litigation, we are talking about? 
A It could be in the training session. 


Q It could be; but was it? 


A I said it could be. 


i A es 1 
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| 
2 || Q But was 1t? | 
Sid Mr. Garmansky -- withdrawn. Did anyone | 
| 
| 
4 at the Securities and Exchanre Commission in talkinr to you, | 
i 
5 | use that terminology in referring to Galaxy, "cheer and | 
i 
gi applaud"? 
| 
i 
A No, sir. 
| 
g MR. GOIDEL: No further questions of this 
witness, your Honor. | 
” | 
| 
id |i THE, COURT >. Mr. Padi iia. 

| 


CROSS-EXAMINATION 


| 

9 BY MR. PADILLA: | 

| 
13 | Q Mr. McLean, you testified about -- that vou 
i | did go to one of the business training schools. You did | 
15 | attend? | 

: 6 | A Yes. 
rn | Q You did go to Galaxy Business Training School? 
| A Right. 

| Q You mentioned who the instructors were and I 
20 | believe you mentioned Thadius Stenson, and Mr. Yalter 
21 Martin, and George Padilla, nyself? 


A Yes. 


Q Were there any other instructors at that sessi 


A There could be. I don't remember all that wer 


| 
| 
| that you attended? 


Paty 
LI st @ = te 
| 
1 | McLean - cross/Soide] 129 
2 there. But the main characters were like you, Thadius oq 


3 | Walter Martin. 


‘| Q Do vou remember how the trainine session was 
5 | run, was it broken up into separate parts? 
I 
6 | A I think so. 
7 Q Do you remember what different warts it was, 


8 || what the schedule looked like? 


9 || A I don't remember but I know for myself that 


10 | there was an 1liustration, like approaching a party to buy a 


| | 

“ws franchise. I took part as one and Marion took part as the | 

“ll other one. | 

13 | 9 That was part of the nrosvecting? | 

14 A Yes. 

i Q Was there also any other parts, narts in admin- | 

16 | istration? | = 
| J 

17 | A I guess so. | 

18 | Q Do you know ~- did they teach you administra- | 

19 tion, how to maintain records? 


20 A Yes. 
hag « 
21 | ) Did you hear about warehousing? 
22 A Yes. 
23 Q Did they teach wu about marketins? 
24 | A Yes. 


25 Q Did they teach you about advertising? 


aterm ntact ners scinsrsbeensesuctieminghcs aiicscis 
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| A Right. 
Q ‘id they teach you about computers? 
i. Yes 
| | 
0 And also I suess, they also taurht you how to | 
6 
prospect and close sales, sales psychologically? 
, A Right 
8 
MR. PADILLA: May®™ nave this marked for | 
9 | 
Sdentification. 
10 
THE CLERK: One-page document marked for 
11 
.dentification as Defendant's Exhibit 9. 
12 
i (So marked. ) 
13 jj 
| 8 MR. PADILLA | 
14 || | 
i Q I'd like you to look at this document. 
15 || 
| Does this look like, more or less, a trainine schedule? 
16 . 
i MR. GARMANSKY: Objection. 
ea 
| THE COURT: Show it to him. Ask him if he has 
18 || 
| ever seen it before. 
19 | 
| MR. PADILLA: He has never seen it that way 
20 || 
H before. Just the items. 
21 | 
THE COURT: Let him look at it. | 
22 
| Have you seen that piece of vaper before/ 
ae 
THE WITNESS: Not like this. : 
24 | 
THE COURT: Have you seen something like it? 
25 


THE WITNESS: No. 
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THE COURT: Now, you may ask him questions, 
if it, for instance, lists course or something 

of thet sort, you may ask him. 

You already mentioned marketing, computer, 
sales techniques, etcetera. 
Is there something, over and above that? 
MR. PADILLA: Yes. 
BY MR. PADILLA: 

Q During your training class, were you also 
taught transportation? Was there a class on methods of 
transportation that Galaxy would use during this coeration? 

A I don't follow what you mean, transportation? 

Q Did they -- were you instructed on trans- 
portation, in other words, the methods of transportation 
Galaxy would use to operate its food delivery pnrogram? A 


class on transportation, was that given? 


A No, I don't think. 

Q You don't think you were given that class? 
A No. 

Q Were you given an examination? 

A Yes. 

Q Did you pass the examination? 

A Yes, I did. 

Q Were you given a diploma? 


) 4, 4 


af 


Lh Ehrouen 


ther witness 


shia 
ce mypetors 
the dre 1c 


~ § ¢ 
he doesn't 


amopody 


ME PADIS: 
BY Ry  PADTIL 


, ramen 
PO eM 


4 tyne 
different t 


4 i. 
administration 


\ reameany 
vou a | 


taurht 


to 


“eLenan - ecross/itaditlla 
Could it have been warenousines ,admint 

A It could be. It could be warehousing. 

Q Do you remember any other nmeople besides 
the three,vou said there were others, do you remember 
Tom Caulder? 

A Yes, I remember him. 

Q Do vou remember Arty Lee as an instructor in 
that class? 

A Yes, he came the last night of the class and he| 
gave us, -- wished us well and so forth. But not as an 
instructor. 

Q Do you remember Chris Moraganie? 

A 

9) Do you remember Franz Suack teaching any 
part of the class? 


A No. 


(a) Do you remember -- what date did you ro to 


sehool? Do you remember that? 
It wea in October, sometime in October. 
Sometime in October? 
Yes. 
Could it have been on or about October 19th? 
It could be. It could be around that time. 


MR. PADILLA: I have no further questions, your 


McLean - cross/Padilla 
Honor. 
COURT: e s there any redirect nece 
SARMANSKY: No, your Honor. 
THE COURT: I suprose you have got somebody 
waiting; is that right? 
JARMANSKY Yes, 
However, in view of the hour, 


fan't tt more practical to try to reassemble here 


at 2:N0 o'clock sharp and let's get soing with 


whoever follows and then -- is this witness excused? 


MR. GARMANSKY: Yes, he is, your Honor. 
THE COURT: You are excused, Mr. McLean. 
(Witness excuse. ) 


(Luncheon recess.) 
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APTERNOON SESSI0¥% 


MR. GARMANSKY: Good afternoon, your Honor. 
Commission would like to call as its next witness, 


Steven Silverman. 


i first been duly sworn by the Clerk of the Court, took 
the witness stand and testified as follows: 

| DIRECT EXAMINATION 

| BY MR. GARMANSKY: 

| 1¢) Where do you live? 

| A 1815 Avenue X in Brooklyn. 

| Q Where are you employed today? 

| A Miltex Surgical and Dental Equipmat, 300 Park 
Avenue South. 


What do you do there? 


I am in charge of the inventory control depart-~ 


Can you give us a brief description of your 
educational background? 
} I am a high school sraduate. 
Have you ever heard of a company called Galaxy? 
Yes, 
When, for the first time? 
I believe it was in October of 1972. 


Under what circumstances did you hear about 


i | 
| STEVEN SILVERMAN, called as a witness, having 


| 
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Y heard ahout it through my wife. 
What did your wife tell you? 
GOIDEL: Obdecttion. 


COUFT: What is the objection? 


SARMANSEY : Y s. Silverman here 


will testify. 
HE COURT: Is it essential? All we need to 
do is indicate he heard it from his wife and what he 
did after that. If the wife has something to 
contribute, OK. 
BY MR. GARMANSKY: 
you talk to anvone other than your 
about Galaxy? 
Yes, Mr. Arthur Shevack. 
How did you come to speak to him? 
T spoke to him over the phone. 
» COURT: He called you -- 
e WITNESS: © can’t recall, 
THE COURT: I was going to ask, did he 
you call him? 
THE WITNESS: I veally don't remember. 
BY MR. GARMANSKY: 


Q Please tell us what you said to him and what he 
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said to you? 

MR. GOIDFL: I object unless it is established 
he had spoken to Mr. Shevack over the phone previously 
and could identify his voice. 

THE COURT: It may be technical, but it is a 
good objection. [et me ask you this, at some point 
during the conversation -- was this the first time you 
ever spoke to the gentlenan? 

THE WITNESS: Yes. 

THE COURT: Did the gentleman use the name or 
identify himself? 

THE WITNESS: Yes, I asked who it was. When 
talking on the phone, I always want to know who I an 
talking to. 

THE COURT: The reply was? 

THE WITNESS: Arthur Shevack. 

THE COURT: All right, go ahead. 

BY MR. GARMANSKY: 

Q Mr. Silverman, what did Mr. Shevack say to you 
and what did you say to him? 

A He told me that there was a company called 
Galaxy Foods which he was in ani there was a lot of money to 
be made in the company. Would I he interested in coming down 


to one of the meetings. I asked him what it was about and he 
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| said I would have to see when I came down there. 


| 
| 


Q Did you attend any Galaxy meetings? 


A Prior to this? 


| 
| 


re) Ko, did you then attend any meetings? 


i A Yes, he picked myself and my wife up end brought 


| 
us Gown there. 
Qo When was this meeting? 

A Again, October, '72. 

Q Where was the meeting held? 

A I believe the Statler Hilton Hotel. 

Q You testified that Mr. Shevack picked you and 
your wife up, is that correct? 


A Yes. 


Q While driving to the meeting, was there any 


discussion about Galaxy? 

A Well, I had asked him questions about it and he 
told me that he had made a lot of money in the company and 
there was a lot of money to be made. He told me that he had 
the car, which was an Eldorado -- that he had just bought this 
ear from his earnings in Galaxy, 

THE COURT: Pid you say his son was in Galaxy? 
THE WITWESS: No. 
THE COURT: I'm sorry. 


Mr. Silverman, do you know the name of the 
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meeting you attended? 

A The Opportunity Mceting. 

Q Approximately how many people were present? 

A About fifty or seventy-five. 

Q Did any individual speak to the people present 

meeting? 

A Yes, about three or four speakers. 

Q Who spoke to the people present? 

A Well, the only ones I can remember were Steven 
Rotn and George Padill«. JI don't remember the others. 

Q At the meeting you attended, did iy speaker 


explain how a person could earn money in Galaxy? 


A Yes, they said that by getting people to buy foo 


from them we would be making a certain amount of commission. 
And -- 

Q I am sorry. 

A No. Well, basically they said there were two 
ways to make money, one would be getting people to buy the 
food and the other would be by recruiting. You would make a 
certain amount of commission by getting people to join as a 
distributor or field manager. 

9 Do you recall who told you that? 

A I believe it was Steven Roth. 


ca) At this meeting you attended, were you told any 


| 
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specific figures? 

A Well, they had arrived at a figure at the end 
which came cut to sixty thousand dollars. At that point there 
was a great deal of enthusiasm in the room and applauding, 
cheering. 

a) Now, Mr. Silverman, were any blackboards used 
at these meetings? 

Yes. 

Can you tell us how this blackboard was used? 

Well, the speaker put figures on the board say- 
you got a cert&ain amount of customers over a certain 
of time you would get ¥ amount of money. 

0 Were there any ficures written on that black- 
board? 

Yes, sixty thousand dollars, which was circled. 

Mr. Silverman, did any speakers explain the 

retail operation of Galaxy? 

A Retail operation? 

MR. GOIDEL: Your Honor, may I -- perhaps I 
didn't underrcand. Y thought these figures were with 
refurence to retail. Are we to assume it was other 
than retail? 

THF WITNESS: -No, retail. Isn't that what we 


are talking about? 


| 

; | 

*, | 
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| 

7 2 Q Mr, Silverman, was there anything else mentioned 
3 about the retail operation? | 

| 


4 A Well, they told us that the operaticn would be 
yee 5 getting under way within the next few weeks, which I must say 
Sy 6 || was a great inflvence for me to join the company. 

® @ 
a, ) MR. GOIDEL: _I move to strike that latter part 
Me 8 of the answer as not responsive. 
9 | THE COURT: I grant the motion to strike and I 
10 | certainly will disregard it. | 


11 BY MR. GARMANSKY: 


12 Q Do you recall who the speaker was who éaid this? 
13 A Steven Roth. | 
14 Q Now, Mr. Silverman, did you subsequently invest 


15 || any money in Galaxy? 


22; and a Step-Up Meeting on Sunday. 


16 A Yes. 

17 Q How much money did you invest? 
18 A Seven thousand dollars. 
19 Q Did you attend any more meetings in Galaxy peor 
a) 20 to investing? | 
gi A Yes, I attended one other Opportunity Meeting | 
| 
| 


23 MR. GOIDEL: If I may interrupt for a second. I 
24 | apologize to Mr. Garmansky, the witness, and the Court. 
i 


2h | Mr. Padiila's attorney on another matter is here and he | 


, ” Le 
| 
er". H 
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Fxchange Act of 1934. In addition to that, in connec- 


tion witn the securities of Galaxy and any other 


securities as well -- it is commonly known as a broad 


| 
| 
i 
8 2 would like two minutes to speak to his client. | 
3 : THE COURT: All right. 
4 | Where do you wish to do it? There is a room 
5 jj across the hallway. 
| 
6 (Pause.) 
| “MR. LERNER: Your Nonor, this is Arthur Smith, | 
8 | who represents Mr. Padilla on certain other matters | 
g anc I understand,at least for the purrose of the 
10 | following statement, Mr. Padilla consents to the 
1 , arrangement that he represents him as well. | 
| 12 | MR. SMITH: I will, for this purpose and this 
| purpose alone. My name is Arthur N. Smith, 16 Court 
. ia Street. 
3 8 Mix. LERNER: During the recess Mr. Smith and I 
16 | discussed the possibility of Mr. Padilla agreeing, and 
. | Mr. Padilla did agree, to consent to a permanent 
18 | injunction in this matter without admitting or denying 
| 
al the substantive allesations in the complaint as to 
‘ 20 || violations of Sections Sa and 5c of the Securities Act 
: a of 1933; Section 17a of the Securities Act of 1933; 
: Section 10, and Rule 10b5 of the Securities and 
a 
| 
| 


24 


25 
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injunction. In addition, Mr. Padilla has agreed to 
provide us with an affidavit which would elaborate on 
his financial history and what his present financial 
status is as well. And I believe that essentially ties 
up our understanding. 

MR. SMITH: I believe that is the uncerstanding | 
we entered into. Can Mr. Padilla say whether it is so 


| 
on the record, in view of the fact -- 


MR. PADILLA: It sounds like it. 

THE COURT: Mr. Padilla, you have heard what 
Mr. Lerner ataknd to the Court about the general outlin 
of your action to bring this action to an end insofar 


as you are concerned and the requirements being a 


—$$$$_________#____ 


permanent injunction and the opportunity for the 
Commission to review certain information and so forth 
that you will present to them or make available to them 

MR. PADILLA: Yes. 

THE COURT: As I understand it, you especially 
retained Mr. Arthur N. Smith as attorney to represent | 
you in connection with this matter and I take it you | 
have had an opportunity to consult with him about it? 

MR. PADILLA: Yes. 

THE COURT: It is your desire to cenclude this | 


settlement, is that correct? 


se 
ate, 


) 


10 


~] 
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MR. PADILLA: Yes. 


1313 
THE COURT: Fully understanding the terms and : 
conditions upon which it is to be accomplished? : 
MR. PADILLA: That is correct. 
MR. LERNER: There's only one other thing, Mr. 
Padilla has indicated to us that he has palatinealetes no 
assets and that he is willing to disgorge an amount 
equal to fifteen hundred dollars, provided the 
Commission is satisfied with his affidavit reflecting 
that fact. 
Furthermore, we have, and we will enter into a 
stipulation, if called to testify Mr. Padilla would 
assert his rights under the Fifth Amendment of the 
United States Constitution. 
MR. SMITH: So stipulated. 
THE COURT: Are you satisfied with that? 
MR. PADILLA: Yes. 
MR. SMITH: Thank you, your Honor. 
THE CLERK: Will the Government submit an order? 
THE COURT: I assume that will be done with -- 
MR. LERNER: That is correct. 


MR. SMITH: You will notify Mr. Padilla? 


MR. LERNER: Notify him and send copies to your 


office. | 
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MR. SMITH: Fine. 


THE COURT: OK, let's continue. 


MR. GOIDEL: Your Honor, before the next 


question, there is another witness,I believe, sitting 


in the courtroom. He will be excused? 
MR. LERNER: Yes. 
(Pause.) 
MR. GARMANSKY: Will you please read the last 
question and answer? 
(Whereupon, the last question and answer were 
read by the reporter.) 


BY MR. GARMANSRY: 


» 


Q Mr. Silverman, the Opportunity Meeting you 
attended, the second Opportunity Meeting, was it run sir! lar 
to the first Opportunity Meeting? 

A Yes, it was. 

Q Could you explain what the Sunday Step-Up Meet- 


ing was? 


A Well, at the Sunday Step-Up Meeting, they took 


us around the warehouse and showed us their warehouse and 


briefly went over the operation of the company again. And me 


it was at the end of the meeting they handed out checks to 
investors in the company. 


Q Do you recall who the speaker was who was dotng 
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that? 
A Well, the main speaker at the Sunday Step-Up 
Meeting was Mark Glasser. 
Q Mr. Silvexman, would you explain to us how these 


checks were handed out? 


A Well, the speaker would announce the name of the 
investor and the amount of money which he was to receive, that 


i he had made during that week, and whether he was a new investo 


| Ox had been in the company for a period of time. 


2) Is there anything else you can recall occurring 
| at the Sunday Step-Up Meeting? 

A Not at the present time. 

C Was there any reaction from the audience when 
| the checks were handed out? 


rN 5 in there were people who started 


| app lauding. 
| MR. GARMANSKY: I would like to mark now 
Plaintiff's Exhibit 35. 
THE CLERK: So marked, Plaintiff's Exhibit 
for identification. 
BY MR. GARMANSRKY: 


@) De you recognize what has been marked Plaintiff's 
a 4 


Exhibit 35? 


my contract with Galaxy Foods. 
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Did you sign Plaintiff's Exhibit 35? 
Yes, I did. 


Who was your sponsor, Mr. Silverman, into 


Arthur Shevack. 


MR. GARMANSKY: I would like to move into 


evidence what has heen marked Plaintiff's Exhibit 35. 


(Pause. ) 
MR. GOIDEL: No objection. 
THE CLERK: Plaintiff's FPxhibit 35 is now marked 


in evidence. 


(continued on next page) 
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DIRECT EXAMINATION 
MM/re 4 4 RY MR. GARMANSKY : (Cont. ) 
2% 2pm 
: Q Mr. Silverman, do you recognize what has been 
marked and received in evidence, Exhibit "7 
Yes, the Galaxy Food Manual. 
Did you recetve Plaintiff's Fxhibit 4 or 
while you were in Galaxy? 
Yes. 
When did you receive it? 
A After I foined the company. 
Q Now. Mr. Silverman, after vou joined Galaxy, 
did you attend any other meetings? 

: A I was brought down by Mr. iii ok to two or 
three other Opportunity Meetings with suests that I was 
orining in to try to Join the company. 

9 Did these meetings run similiar to the meeting 
that you testified to previously? 
A Yes. 


(a) After you Joined Galaxy, Mr. Silverman, did 


you have any discussions with Mr. Shevack concerning how you 


could make money in Galaxy? 


A Yes. 


Q Please, tell us what he said to vou and what ye 


said to him? 


| 


aid 
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MR. GOIDEL: May we have a time and place? 
When was this conversation? 
A When did it take place? 
Q My question was after you Joined Galaxv,bdut 
what svecific time? 


It was approximately the end of October of 


What did he say to you and what did you say to 


A Well, he told me that I would be able to -- 
again the same way that he told us at the meetings. life 


mentioned to me that I would have to get neonle to try our 


product and see if I could get anybody in by recruiting them | 


into the company. 
There was a certain commission to set a field 
manager and distributor. 

QQ Now, you testified that at the first Opportunit 
Meeting you attended you heard Mr. Roth say that retail would 
start in a few weeks? 

A Yes. 

Q After you joined Galaxy, what happened con- 
cerning the retail Food program? 

A I received a letter in the mail, I believe, 


stating that November 29, the overation was moing to begin, 
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followed by another one Saving it was delaved to the ?7th 
of November whereunon I went down to the warehouse to look 
&t the area I would be able to sell the nroduct at and at 
that time, Mark Glasser told me I would be unalbe to make 


any money in the company until at least March of '72 which 


is annroximately *o five months later, because 


company was roine on a nilot nrorranm where they had 
I believe, eirht to twelve thousand accounts before 
able to start this retail oneration. 
Mr. Silverman, was this information that 
ever told to you prior to 
Joinine Galaxy? 
HO, 1t wasn’t. 


Did you have the necessary funds to invest 


Ho, I didn't. 


Did you ever tell this fact to "“r, Shevac? 


you told Mr. Shevack con- 
cerninr this? 
A T told him the tcea seened 2 cood idea but 
T didn't have anv money an? my -1fe wasn't workine at the 


time and there wouldn't be any wav to invest in the comnany. 


Silverman - direct 1320 
Q When did you tell this to Mr. Shevack? 
A Coming home from the meeting in his car and he 
drove us home. 
What meeting was this? 


The Opportunity Meetings, the first one I had 


Mr.Shevack drove you home, in other werds? 
Yes. 
Now, did Mr. Shevack make any reseonse to you 


when you told him this? 


in obtaining the money to invest into Galaxy, because he woul 
take me around to different banks and finance companies and 
would be able to obtain the necessary cash. 


Q Was any particular date set up in which to 


A Yes. He said there wouldn't be any problem | 


do this? 
A Well, he had picked this up, it was either the 
next day or the day after, I can't say exactly for sure when,,; 
but we had gone to these different banks. He said it would 
be a good idea to get amounts from -- small amounts from 
different banks because thevrobably would be too hard to 
get the entire amount from one bank. 
Q Did Mr. Shevack pick you up? 


A Yes, he did. 


132) 
Silverman - direct 


Q Did anyone fo with yout other than Mr. Shevack 
and yourself? 

A Yes, he had an associate by the name of Peter. 
I don't know his last name. 

DId anybody else accomnany vou? 

Well, my wife. 

Where did “r. Shevack take you? 

We went to various banks and finance companies 
in Brooklyn and Manhattan. 

Q Do you recall which ones you went to? 

A Well, I believe there were six all torether. 
We didn't get money from two of the banks but Pamily 
Ponanda was me finance company and Household Finance was 
another and the banks were First National Citv and 
Manufacturers Hanover Trus. 

Q Now, Mr. Silverman, did Mr. Shevack instruct 
you in any way concerning these bank loans? 

A Yes. He told me to put down the vurpose of -- 
that I wanted the loans for furniture nurnoses and not for 
Joining Galaxy Foods. 

Q Nid he say anything else to you? 

A Well, he said that -- could you reneat the 


question arain? 


| 
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Q Did Mr. Shevack instruct you in any other 
way other than what you fust testified to, as to furniture: 
did he instruct you in any other wav concerning these bank 
loans? 

A Well, he told me that he would make un a wW-2 
form for my wife because she wasn't worine at the time 
that it would be all rirht, 1* now, 


care for the idea. 


ig ‘a Did he rive you a W-? form when he took you 


‘around to the banks? 
A Yes. 

MR. GARMANSKY: I'd like to have this marked 
as Plaintiff's Exhibit 36. 

THE CLERK: Document marked as PYaintiff's 
Exhibit 36 for identification. 

WR. GARMANSKY: I'd also like to have this 
marked as Plaintiff's Exhibit 37, a little slip of 
paner with handwritinre on the front and numbers on the 
dack. 

THE CLERK: Pisintiff's Exhibit tio. 
identification, so marked. 

(So marked. ) 

BY MR. GARMANSKY: 


Q I'd like to show you what has t :n marked as 
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Plaintiff's Exhibit 26. 
Do you recornize 


Yes, [I do. 


Wouia you please tell the Court -- withdrawn. 
Did you receive Plaintiff's Exhibit No. 36 
at any time? 
A On the way to the bank Mr. Shevack had handed 
ny wife this, he had handed us this, the W-2 form. 
“ Could you please tell us the circumstances 
surrounding Mr. Shevack givine you Plaintiff's Exhibit 36? 
A Well, he told us, we didn't like the idea 
but he said this wrs the only way we were going to be able 
to get the money up to Join Oalaxy Foods because my wife 
wasn't working at the time and ae I said we didn't go, 
we rea.ly didn't like the idea but we felt that we would be 


able to pay back the loans which we had been doing anywya. 


So we went eltong with it. 


with Plaintiff's Exhibit 36? 

A Yes. He told us when we went into the banks, 
along with writing that the loans were for furniture,to hand 
them this W-? form A&M. 

THE COURT: A&M? 
THE WITNESS: Dental Labs where he said my 


aN 


| 
| 
| 
Did Mr. Shevack instruct you as to what to do 
i 
| 
| 
| 
| 
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4 | 
2 | wife would be workinr. | 
3 | Q Mr. Silverman, have you ever heard of a company 

4 4 | called A&M Dentel Labs at the time ‘Nr. Shevack drove you to 

5 | the banks? 
6 | A Ho. 
7 | a) Did your wife, to the hest of your knowledve, 

‘ 8 ever work at A&M Dental Labs? 
9 | A In no way. 
10 MR. GARMANSEY: T'd ltke to offer Plaintiff's | 
ll Exhibit 26 in evidence. 
aa MR. GOIDEL: No objection. 
i THE CLERK: Plaintiff's Fxhibit 25 now marked i 
14 in evidence. 
15 (So marked.) 
16 BY MR. GARMANSKY: 
17 Q Do you recoznize what has been marked Plaintiff's 

. ig | Exhibit 37? m 
: A Yes, I do. This {1s a ciece of naner which was 
20 given by Mr. Shevack to myself and my wife. !!e said it has | bg 
21 the immediate suvervisor on it at A&M Dental Labs and the 
22 phone number where, in case I need a dhone number, the chone 
23 nurber was on here in case there were any questions. 
24 MR. GARMANSYY: I'd like offer in evidence 
25 what has been marked Plaintiff's Exhibit 37. 


MR. GOIDEY.: No odjection. 


etieaiieetenstiene me ee 
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THE CLERK: Ptaintiff's Exhibit No. 37 now 
marked in evidence. 
(So marked. ) 


BY MR. GARMANSKY: 


9 Mr. Sllverman, dia you have any discussions 
with Mr. Shevack concernine A2™ Dental Labs? 


A Well, you mean prior to this? 


a No, at this time when he rave you Plaintiff's 
a 


Exhibit 1n evidence, 35, and Plaintiff's Exhibit Shs ald 


you discuss anything with him about A&M Dental Labs? 


Was and he said he knew people that were working at ARM 
Dental Labs and that it really wouldn't be any problem and I 
Shouldn't worry about it becaus- he had used this methoj 
before. 


Q Now, Mr. Silverman, did you f411 Out loan aoplications 


that day at banks or finance companies? 


A We filled out all but one. 

Q Which was the one you didn't f111 out? 

A Household Finance in Brooklyn. 

Q Is there any reason why you didn't f4111 out 


Household Pinance? 


| 
A Well, I asked him, you know, what this company | 
| 
| 
| 
| 
} 
A Yes. Mr. Shevack had called upHousehold I*tnanc - 


for me, saying that he was me and he had given them all : 


it } 

| | 

1 | | 
| Silverman - direct 132f | 

2 | ; 
| the information over the phone and then when I came in all ! | 

3 | | 
| had to do was really sipn it. | 
4, 2 * ee , ¥ ¢ " 
Q Did Me. Shevack tell, vou this?. | 

i 

5 es 
| A Yes. | 

| | 

6 || | 
| 9 Now, these loan aoplications that vou did fil] | 

| | 

; out, did you follow Mr. Shevack's instructions? 
| 

| 

{ 


A Yes, 2. did, ta,as 1 said, . te put-down . it was 
for furniture and show the W~2 form. 
MR. GARMANSKY:. At this’ time ,-1T would like 


to mark in three documents: This one has a cancelled 


envelope attached to it. There are eight pares. | 


THE CLERK: Eieht-pare document with an 


& 


envelone attached to it marked Plaintiff's Exhibit 23. 


MR. GARMANSKY: Next document is 19 nares 


pond a oe a ood Pd 
on Cad [oy] i) _ Oo wo iP) 


| 
| 
| 
16 | with an envelone attached to it. | 
| 
“a THE CLERK: So marked o3 Plaintiff's | 
18 | | 
Exnisit No, 39. | 
19 MR. GARMANSKY: Next document is 11 pages with 
a a vaper clip and I am requesting the Clerk to staple | 
os this | 
| THE CLERK: So marked as Plaintiff's Exhibit | 
23 | No. ''9 for identification. 
aa (All docuennts so marked.) 
25 | 
| 
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BY MR. GARMANSKY: 
Q I'd llke to show you what has been marked 
as Plaintiff's Exhibit No. 38 and tell me whether you recor- 
nize it? 
MR. GARMANSKY: On these documents, your Honor, 
I have kept letters to myself in the capacity with 
the Commission. 
Q Please look through Plaintiff's Exhibit 328. 
Do you recognize Plaintiff's Exhibit 38? 
Yes, sir. 
Would you please tell the Court what it is? 
It is the loan application for Manufacturers 
Hanover Trust. 
Q Does your sirnature appear on any of the 
pages on Exhibit 287 
A Yes. 
Q Does it refresh your recollection, is this 
the loan application you filled out when vou went with 
Mr. Shevack to various banks? 
A Yes, it does. 
a I'd like to now show you what has been marked 
as Plaintiff's Exhibit 39. 
Please tell me if you recopnize it. 


Yes, I do. 


the witness, fine, then I shall have no objection. 


1 | 
Silverman - direct 1328 
| 
2 | 
Q Please tell the Court what it is? 
3 | 
A Loan application fer Family Finance? 
4 
Q I ask you now to identify Plaintiff's Exhibit | 
5 i 
No. 40 and tell us if you recoprnize 1t? | 
§ } 
A Yes, I do, it fs Yousehold Finance. | 
~ | 
Q Thie <8 the annlication vou filled. out that 
8 | 
| Mr. Shevack took you to the various banks and finance | 
9 | 
companies? | 
10 | 
A Yes. | 
11 ; | 
Q Ts your signature on Plaintiff's Exhibit 40? 
. | 
A Yes. 
13 
9 Is your signature on Plaintiff's Exhibit 39? | 
| 
14 | 
A Yes. | 
| 
15 
MR. GARMANSKY: I'd like to move tnto evidence 
16 | 
Pilsinbtif(’s Exhibits 3f, 39, and) 4%. 
| 
17 ; | 
MR. GOIDEL: Without helaboring the noint at i 
| 
18 | 
this moment, and I assume they are all the same, it ip 
19 | 
my understanding -- is this the apnlication made 
20 
by this wwitness? 
21 | 
Annexed to what is offered here are nurcrous - 
22 
documents, many of which, I think, most of which wouls 
23 
not be, or purport t» he apniication of this witness. 
24 | 
| If what 1s offered in evidence, the anvlication of te 
| 


| Sfiivermna {reat To 
2 | 
id ™ + FT ws ~ 5 % : 
If what 15 nurrorted to be offered at this time! 
{ 
o 
H are 170 et the records ' ‘resnectiyv OC. “Vs whom they 
| 
4 i 
\| er mR Irar en : artes 57 ae Th ate ~ F4 wie « rn , 4 rn 
|} : Bie ! c course 
1} 
i 
: 
5 | . 
| I wonld have an ohtectt 
i} 
6 ; ped divine’ v6 ‘ os F | 
i » (\GAPMA min Toner, 1 vwaniderst and 
iy 
! | 
iu - i ee ‘ ' “ | 
8 ale iotae lta ot fan tise ha + T have dona here fa | 
} 
rf 
& | ss 
H ekg 4 agen doe ments €hrcn+ T ive pooretuanr | 
| 
3 , i 
| LT have 5 Var these banies, I Nave! kent 
ii 
' 
? { 
10 it * e * | 
(i ; they vayrrt a we ye sant ome, Mr. Got 7 | 
| } 
y } 
{ 
1 ' 
{gs riche. 1ore of the fttame that annesor -. | . 
‘ , c | 
| 
| 
id rma rT ANT TT en ia: 3 1 5 
COURT ese are internal records of 
j | 
13 | 
J l the cornantes tr YOlyed +) * were stanled ty tha | 
u | 
it | 
14 }j i 
i apnitcation? 
} : | 
15 i| € TATE ALICE ve | 
tf Aly : J rosy | 
it 
! | 
i 
16 | Arete P ‘ i | 
I i J : re *ner.o° any sionificrsce here? 
i! 
if 
17 3} 8) | eR ie aes Gee . - 
HI ~ GARAT Y re documents YT have tust 
' g 


18 | 


Kent here for the Court's locking at -- 


19 | 


Ty COUNT: lope they subnoenaed? 


WR. GARMANSEY: You, Most of the documents 


22 
23 
a4 
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MR. GARMANSKY: Do you want me to sennrate 
them? 

MR. GOTDEL: Absolutely, ves. 

THE COURT’: Let ne see them to see what they 
look like. 

These are not oricinals. 

MR. GOIDEL: TI am not roine to obfect on that 
basis. 

THE COURT: No, It was under the innression 
they were subpoenaed, orivcinals were s3ubhnoenaed with 
company files attached. 

They are simnly a collection of raners as I 
Suppose that counsel would call the loan anvlication 
file. 

"R. GOIDEL: “he entire “ile contains - great 
deal of extraneous items other than the annlication 

THF COURT: T really em say I would prefer 
to have them remain together with the opportunity 
to you to examine then, to have an opportunity before 
you cross-examine the witness. 

As Mr. Garmansky pointed out except for the 
transmittal letter by which they rot here, a number 
of them do bear the sisnature of the witness -- 


MR. GOIDLL: I don-t believe that’s accurate. 


| 
1 | Silverman - direct 4331 | 
2 | Some do and in certain instances what annears to be 
a tue Sienature of the witness really is the handwriting 
i] 
4 } Of someone other than the witnes3, namely a person 
5 representing that organization who made the loan. 
i 
6 | THE COURT: On their face they would have 
| 
? i appeared to be records kept in the rerular course 
8 i of business, while I reco;nize there isn't somebody 
9 t here from the resnective companies to identify 4 
19 | them as such they are pretty clearly appear to be 
{| 
li i in that. correct. 
1Z | MR. GOIDEL: Oh my opinion on first blush 
1G in looking at these documents, very few of them were 
14 | prepared by this witness. The other documents mirht 
15 || or might not have been prepared by him but it certainly 
it | 
ke would appear they were prepared by someone else. | 
17 | We get into an entire situation as to who | 
! j 
8 | provided information for the preparation of the 
9 | documents that were not prepared by this fentleman. 
20 | We also get into the question of whether they are : 
i| 
a in fact records kept in the regular course of »usiness 
| of those institutions. 
We ret into . whole area of controversy as 
24 | to docu-ents in evidence. It 1s not a question of 
25 | documents kent in the regular course of business of 
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that institution. 


Assuming that they ure, that would constitute 

ie hearsay. We are concerned with wnat this witness 
’ furnished the lending institutions. If you want | 
’ me to elaborate further on it, I will take the time | 
’ if you chose, and let me read it and make very | 
. specific objections to particular pieces of paper-- 

| 
, THE COURT: The only objection I can see | 
4 you can have would be, for instance, with respect | 
" to this one or let's see, it 1s really, I guess, 
a the face in reverse of an internal record, face 
sg reverse of an internal record plus a sheet which | 
a seems to be an internal record. | 
” The next three are signed by Mr. Silverman | 
" or his wife or both of them. All are except those | 
" two on the top with respect to Plaintiff's Exhibit 38. 
" (continued next page.) | 

19 
%. 

2” = 
21 


S & 2 


z 


THE COURT: The only objection you can have woul 


| 

| be that there is no one here to say that these two piec 
of paper are authentic copies of records made in the 

| regular course of business -- that they are kept in the 
regular course of business in connection with the grant 


| ing of the loan, or the consideration of a loan applica 


| 
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DS:GA 
T3R1 pm * | MR. GOIDEL: May I see it? 


THE COURT: To verify what I say that that is wh 


We are talking about. 


¥ = 

i tion. 
HI 

10 |} P ’ ; 
i Now, you may see them, certainly. 

cad 
i MR. GOIDEL: Just that one? 

12 jj 
{ 


MR. GARMANSKY: Wo, Mr. Goidel -- 


MR. GOIDEL: It was an investigative report. On 


14 || 
i MR. GOIDEL: It is not a question, your Honor, a 
15 || 
| I hope your Honor does not feel that way -- 
i6 | s ? 
THE COURT: | Nos 
17 | ae Ae 
i MR. GOIDEL: -=- it is not my intention to verify 
i 
18 
| what your Honor has said. It is just that one paper, 
19 
for example, that Mr. Garmansky did look at, and purported 
20 
to have the name written rather than printed on it, and 
21 
Mr. Garmansky even thought it was the witness! signature, 
22 ; , 
but it wasn't the witness’ Signature, in other words, i 
” didn*t call for his signature, and somet dy had written 
24 P 
his name on it. 
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the bottom was handwritten the name of Mr. Silverman. 

Your Honor, I have made my objection. Your Honot 
appears to have overruled it -- 

THE COURT: Well, legally, as you say, you would | 
have the right to have me ask that those records made | 
in the regular course of business not be admitted because 
there is no witness here to identify them as such. I “ 
simply pointing out to you that bis my examination of 
them they simply, for the most part, contain Litemmabiel 


} 


that appears on the application, except as you probably | 


{ 


will note, one of them indicated that a telephone call | 
| 


was made to the A&S Dental Supply, and somebody verified 


the employment of Mrs. Silverman. 


Now, that would appear -- 


} 


MR. GOIDEL: Tht, your lionor, I frankly didn't 


even see. 


THE COURT: -~-=- Well, I did. 

MR. GOIDEL: And certainly I would have th righ 
to have that person take the stand. That is certainly 
a most prejudicial statement. 

THE COURT: Well, do you think that a loan comp 
doesn't at least go to the trouble of calling up employ- 


ers, given as such, to verify the employment? | 


| 


MR. GOIDEL: I can't even answer that, your Honor. 


"D 


to the weight to be given to it. If you want to dispute 
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I just don't know. 


THE COURT: It was testified that Mr. Shevack was 


the author of that idea. | 


| 
} 


MR. GOIDEL: I understand he testified to it. 


That doesn't mean, number one, that the loaning institu 
tion did check, or that the loaning institution did rel 
on it. or any cf the other facts. But we open up an 


entire Pandora's box -—< 


THE COURT: All I am saying is, We can bring down 


here a witness from, what is it, Household, or whatever | 


the first one is, Pamily Finance -- 


MR. GOIDEL: Yes. 


THE COURT: == who would say these are records 


mace and kept in the regular couse of business. 


MR. GOIDEL: Fine. 


THE COURT: And they reflect what they reflect. 


MR. GOIDEL: Right. But that, again -- 


THE COURT: What they reflect is that ir the box, 


“Employment Verified.” 


MR. GOIDEL: But that still doesn't go to the ques- 


tion of the truth or falsity of the statements contained 


in the record. 


THE COURT: No, it is admissible -- It only oes | 


| 


| 
} 


ns) 


21 


24 


ters POP ree | = rs z i 
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it, you can subpoena whoever it was from Family Finance | 


| 


or Household, and bring them here to say that they have | 


never done such a thing, and the records do not faithfully 


j 


reflect what they show. 

MR. GOIDEL: Frankly, those documents would not | 
even educate me as to who it was that physically prepared 
them. So it is not a question of my having the ability | 
to go to Family Finance, or this one, or that one, to | 
ascertain whose handwritino it is. | 

THE COURT: It makes no difference. If somebody | 
from Family Finance says, I recognize these documents | 
ag records of the company, made and kept in the opailiie. 
course of business, the fact that the entries there wera 
made by someone else does not prevent them from becoming 
admissible. | 

MR. GOIDEL: I agree with your Honor. Nobody is | 


| 
questioning that. If someone were to take the witness | 
| 


stand and say, These records were kept in the normal 


course of business, that they wouldn't then be introducs 


ible. I do not question that one iota. I say that there 


| 


is another issue that goes heyond the question of their 
introduction as records kept in the normal course of 
business, and that is the question of the accuracy of 


statements written on these documents. If they have a 


| 
| 
| 
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2 person who would have to take the witness stand and attfat 
3 | to wat was done, how it was done, and that the above | 
| 
4 || recorded what was told to him. 
a 5 | Now, that goes beyond the mere question of their| 


6 |! being able to be introduced under business records. The 
| | 
7 accuracy of those records is still in question, irrespeq- 
8 | tive of whether they are kept in the normal course of | 
9 | business, and we are precluding such an investigation, | 


unless somebody takes the witness Stand and does start 


1 | to testify with regard to facts. 
12 And then we can first ascertain who did prepare 
| 

13 this record, who wrote down the name, what did he ao, | 
14 || and then we would have the ability to subpoena that per4 
15 | son if we so choose to do so. | 
16 || THE COURT: Viell, I see you are insisting on it. | 
17 | I think you will have to detach those records of the | 
18 || Pinance company or the bank, as the case may be, | 

i 
19 | MR. GOIDEL: I have no Objection to -- | 
20 | THE COURT: They are not documents that this wit4 

if 
21 | ness <-- 
22 | MR. LERNER: Your Honor, as I understand Mr. Goidel's 
23 | objection, it qoes not to the admissibility of the records. 
24 | He agrees there is an exception to the Hearsay Rule, Prop 


| 
: viding the records -- provided we do have somebody on 
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the stand from Household Finance to say they are held 


| 

{ 

| 

| 

| 

: : : ‘ ee 

in the ordinary course of business. But he is ol jeccing 


{ 


to the weight which the Court micht give to the records, 


MR. GOIDEL: Not che weight, but the purpose for | 


| 
| 


which they may be admitted -- not the weight. I am ques 


| 
Court can give credence to the statements contained in | 
| 
the records. I will agree what the records -~ I wali | 

\ 


so state that the records that -- I will agree that thede 


records are kept in the normal course of business. ual 


7 tioning now not their admissibility, but whether the 


12 just as there has been testimony wit! regard to fabrica] 
13 tion of facts with relation to one aspect of the applica- 
14 tion, I have no reason to suspect that there might not | 
15 be fabrication with regard to other aspects of these | 
16 || documents. | 
17 | MR. LERNER: That is an objection that can be nade 
18 each and every time these records are offered. He can | 
: 19 go to the books and records of Galaxy -- 
i 20 THE COURT: The point is, there is no one ere 
a 21 who would even say that he is familiar with theo opera- 


tion, you know. 
one 23 MR. LERNER: But Mr. Goidel will stipulate to 


24 that. 


26 TUE COURT: ‘What wae chat? 


| 
| 
| 
| 
| 


to 
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MR. LERNER: ‘That a person would come here and 
gay these records are kept in the ordinary course w‘ | 
business. 

MR. GOIDEL: i will so agree. 

MR. LERNER: Just as we did with Mr. Lieberman 4 
on the stand, we did the same thing, and why should this| 
be treated any differently? 


MR. GOIDEL: Your Honor, any written document 


only speaks through the mouth of a witness. No document, 
per ge, is introduced for the truth or falsity of a 
statement unless there is a witness on the stand who 
would attest to what is contained in the record is wes 


Now, I do not say that these records are not kept in th 


normal course of business. I will repeat the fact that 


1 
j 


I so concede the fact for the record, so your !lonor doe 
not have that burden. I do not question that. 

I say that if the records are introduced, not | 
only as a record kept in the regular course of iit 
but for the purpose of establishing the truth of the 
facts contained in them, and that only a witness may so 
testify, that documents cannot so testify. And as to 
that end, if it is the purpose of the Securities Fx- 
change Commission to utilize the facts as being true, 


thes. somebody must testifv. 


TE ST ee ee ee ae ! 


{ ? 
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2) MR. LERNER nat 1s not an accurate statenent, 
3 | THE COURT: ry Jel, I never heard of that 
version. It is not the shart 90k rule. Maybe I ila: 


as such, and the witness says it is the regular course 
of business to raintain such records, theyv go into evi«~ 


dence for whatever they say. And they oo in for the 


10 truth of what they say. That Joesn't bar someone from 


il challenging the face of the record -~ 


| 
MR. GOIDEL:,. True, 

THE COURT: == but unless that challence is made 
unless there is rebuttal of sore fact that appears thergon, 
that is the evidence. Now, you may argue, for example, 


that the Court, despite what it sees there, and despite 


> 


| 
vite | 


17 what common sense tells us, that a loan institution 

18 would ordinarily do, which is the reason why it asks fo 

19 the present employment of somebody, is not Jnet to fii) B, 
up in writing the blank spaces, but to follow up with a m 


telephone call or a personal call to make sure that the 


person is working. 


MR. GOIDFL: I agree with what your lonor has sai 


4 
6 stand it. But when books and records or records mace 

6 and kept in the recular course of business are ts 
(continued on next age.) 


